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BULGARIA 


SCIENTIFIC, TECHNICAL COOPERATION WITH THE ISSR 


Sofia VUNSHNA TURGOVIYA in Bulgarian No 12, 1982 pp 2-6 


{Article by Ivan Dunov, candidate of economic sciences: "Reciprocal Exchange 
of Scientific and Technical and Production Experience is an Important Pre- 
requisite for the Intensification of the Rapprochement and Integration Pro- 
cesses Between the Bulgarian People's Republic and the USSR"} 


{Text ] The process of comprehensive rapprochement and integration between the 
NRB [Bulgarian People's Republic] and the USSR is steadily developing and in- 
tensifying. It is a manifestation, on the one hand, of the objective trend 
toward internationalization of production forces and, on the other, the adopted 
strategic course charted by the communist parties of the two count:vies for 
rapprochement and cooperation in all realms of material and spiritual social 
life. In explaining the content of this process, Comrade Todor Zhivkov noted 
that the new stage in the development of Bulgarian-Soviet relations "consists 
of a qualitatively higher content of the processes of comprehensive rapproche- 
ment and integration between our peoples and countries and their enhancement to 
a level on which the development of socialist Bulgaria will have the same 
rhythm as that of the Soviet Union, as well as the same criteria and joint 
efforts and coordinated activities in the political, economic, ideological, 
scientific, cultural and military areas. In a word, we must develop our com- 
prehensive fraternal cooperation in such a way as to act as a single organism, 
sharing the same lungs and irrigated by a single vascular system."! 


This strategic line in Bulgarian-Soviet relations was further developed and 
enriched in the decisions of the 12th BCP Congress. The BCP Central Committee 
Accountability Report to the congress emphasized that "The intensification and 
expansion of our participation in the international socialist economic inte- 
gration with the CEMA-member countries, on a bilateral and multilateral basis, 
and, above all, the comprehensive cooperation and rapprochement between the NRB 
and the Soviet Union, will remain the cornerstone of our foreign economic 


policy."2 


Science and technology are an important realm of all-round rapprochement and 
integration between the NRB and the USSR. The stipulation that the process of 
comprehensive cooperation and integration with the USSR "is manifested particu- 
larly vividly in the scientific and technical area" and that "integration in 
science and technology determines the success of the entire process of all- 
round economic rapprochement" has strong foundations.» This is determined by 




















the fact that under contemporary conditions science is becoming the basic sup- 
unit in the reproduction process and the level of its development and techno- 
logical application has a decisive impact on the efficiency of this process as 
a whole on the national and international levels. K. Marx himself noted that 
along with the level of development of large-scale industry, the creation of 
the true wealth of the nations becomes increasingly less dependent on the 
amount of working time and the amount of labor spent. Instead, it depends 
mainly on “the overal! level of science and progress in technology or the 
application of such science in production." From this viewpoint, the 
rapprochement and cooperation between the NRB and the USSR in science and tech- 
nology is currently becoming and will particularly become in the future the 
main link within the overall process of comprehensive rapprochement and 


cooperation between the two countries. 


However, we must not neglect the real fact that it is a question of comprehen- 
sive rapprochement and cooperation between two countries displaying tremendous 
differences in terms of territory, population and economic and scientific and 
technical strength. A short comparison shows that, compared with the USSR, the 
NRB nas no more than 0.5 percent of its territory, 3 percent of its population, 
7 percent of its national income, 2 percent of expenditures for the development 
of scientific research and design-engineering operations (NIPKR) and 1.5 per- 
cent of the number of its scientific workers.2 The logical conclusion is that 
in the course of comprehensive rapprochement and cooperation between the NRB 
and the USSR, it will be necessary for our country above all to restructure and 
adapt its scientific and technical potential to that of the USSR. Naturally, 
this is a bilateral process, which practically means that in the course of its 
scientific and technical development the USSR as well will take into considera- 
tion the possibilities and needs of our scientific and technical potential. In 
this connection, Comrade T. Zhivkov stressed that "We have set ourselves the 
great, I would say the historical task and objective of developing a standard 
of relations between two socialist countries, one of which--the Soviet Union-- 
is a giant, a trenendous and great country--while the other is a small country 


such as Bulgaria."® 


Comrade T. Zhivkov's formulation included in the accountability report to the 
i2th BCP Congress on the timely procurement and fullest possible utilization of 
acquired foreign scientific and technical and production experience introduces 
qualitatively new aspects in the process of all-round rapprochement and inte- 
gration between the NRB and the USSR in science and technology. In analyzing 
the basic factors of all-round intensification of public production in the NRB 
in the period of 1981-1985 and through 1990, he pointed out that "The next 
direction to be followed is the mass study, dissemination and application of 
leading experience--both domestic and foreign. 


"This direction is of exceptional importance to us. It requires no particular 
capital investments while yielding fast socioeconomic results.... We can use 
the experience of the fraternal socialist countries and foreign firms." 


This stipulation demands a new approach to the process of procuring and making 
practical use of foreign scientific and technical and production experience, 














above all that of the USSR, for the Soviet scientific and technical and pro- 
duction experience is of decisive importance in the intensification of our 
NIPKR and the ‘ntensification of public production as a whole. Previous prac- 
tical experience is quite indicative in this respect. Thus, for example, be- 
tween 1976 and 1980 alone the NRB received along the line of international 
scientific and technical cooperation (MNTS) 1,144 p.eces of sci-ntific and 
technical documentation, including 856 from the USSR or about 75 percent of the 
total number. During that period of time 18,000 specialists were assigned to 
study foreign experience, to receive advice and to specialize; this included 
6,091 specialists who were sent to the USSR, or 34 percent of their overall 
number. Our country was given scientific and technical assistance by 4,242 
foreign specialists, including 2,542 Soviet specialists, or approximately 60 
percent of their total number. Every year, the NRB has participated, on an 
average, in the development of ahout 2,500 topics and tasks; their annual 
average involving the USSR has been 650 topics and assignments,.or 26 percent 
of their total number. 


The procurement and practical mastery of Soviet scientific and technical ex- 
perience played a decisive role in the development of the modern Bulgarian 
economy. This is confirmed by the fact that about two-thirds of the new equip- 
ment currently used in the Bulgarian national economy was imported from the 
USSR. About 95 percent of the total import of tractors and 90 percent of the 
grain combines imported by Bulgaria came from the USSR. The capacities built 
with Soviet scientific and technical and production assistance today account 
for the production of about 95 percent of all ferrous and nonferrous metals, 60 
percent of the electric power, 80 percent of the output of the petroleum refin- 
ing and petrochemical industries and 55 percent of the output of the chemical 


industry. /0 


The procurement of existing foreign scientific and technical and production 
experience, that of the USSR in particular, raises several basic problems under 


contemporary conditions. 


The first is optimizing the ratio between “domestic scientific research and 
design-engineering work--joint development--utilization of ready foreign 
scientific and technical experience." 


In practical terms, such optimizing has several main aspects, as follows: 


1. Domestic NIPKR in a specific area should take place only after an overall 
profound study of existing foreign scientific and technical experience, that of 
the USSR above all. This would save the country tremendous resources, effort 
and, above all, time. Yet the "time" factor is of decisive importance in terms 
of the efficiency with which the latest scientific and technical achievements 
are utilized. At this point, however, the question of the extent of the 
novelty and relevance of existing foreign scientific and technical and produc- 
tion experience procured arises. Worldwide practice proves that even "the 
latest" patents and licenses have fallen behind compared with the scientific 
and technological level reached in the corresponding area by 2-3 or more years 
at the time of sale by their owners. 1 The logical conclusion is that anv 
specific procurement of existing foreign scientific and technical experience 

















requires comprehensive and profound technical and economic, qualitative and 
social substantiations. This would provide a real guarantee against importing 
morally obsolete scientific and technical achievements, which are a pre- 
requisite for substantial economic losses on a national economic scale. 


2. Frequently, scientific and technical cooperation and joint developments are 
the only possible real variant leading to the necessary scientific and techni- 
cal results. This trend will intensify its manifestation in the future with 
the intensification of the international socialist division of labor and 
socialist integration in science, technology and production. This particular- 
ly applies to smaller countries of lesser economic and scientific and technical 
power such as the NRB, who lack adequate material, financial and intellectual 
resources for engaging in effective scientific research along the entire line 
of contemporary science and acquiring the necessary foreign scientific and 


technical experience. !2 


This leads to the problem of selecting a partner (partners) considered most 
advanced in the respective area and securing the respective organizational- 
economic prerequisites for the successful and prompt completion of the 
necessary NIPKR. 


It is clear that the process of optimizing the "domestic NIPKR-joint develop- 
ments-utilization of existing foreign scientific and technical experience" 
ratio is dynamic and requires the flexible handling of existing resources and 
their restructuring and expedient concentration. 


The second is the creation of efficiently operating systems for scientific and 
technical information, which would ensure the timely accessibility of the 
latest foreign, Soviet in particular, scientific and technical and production 


experience. 


The “information problem" is acquiring increasingly complex parameters under 
contemporary conditions. Worldwide practical experience proves that nearly 
two-thirds and, sometimes even more of all submitted requests for patenting 
inventions prove to be a repetition of already resolved problems. Furthermore, 
according to many specialists, no more than 15 to 30 percent of the scientific 
and technical accomplishments are applied in the i. eer process, while the 
balance remains unused for one reason or another. }3 All of this indicates that 
the prompt procurement of the latest foreign scientific and technical and pro- 
duction experience, that of the USSR in particular, depends on the optimality 
of the Bulgarian scientific and technical information system. In this connec- 
tion, the BCP Central Committee Accountability Report to the 12th party con- 
gress noted that concern should be devoted in the forthcoming years to ensur- 
ing a decisive improvement in information services and, particularly, the use 
of scientific and technical information. Essentially, we must create an infor- 
mation industry with cost effective units, which will produce, purchase, pro- 
cess for practical use and sell finished information products. They should 
engage in intensive international trade and exchange in equipment, techno- 
logical and organizational developments, licenses, engineering services, etc. 














The development of an optionally functioning system for gathering, processing 
and distributing (among the respective consumers) of scientific and technica! 
information is possible only in the course of cooperation and integration with 
the other CEMA-member countries, the USSR above all. The development of ceep 
ties between our scientific and technical information system with that of the 
USSR will be a real prerequisite for gaining access to the latest achievements 
of global science and technology. Currently, the organizational step leading 
to the creation of an international system for scientific and technic2! infor- 
mation, in which our country is actively participating, has been already con- 
pleted in its essential lines within CEMA. More than 120 national information 
organs of CEMA-member countries are participating in the implementation and 
development of this system; seven specialized information subsystems have been 
created within the international scientific and technical information systen. 


The third feature is improving the means for procuring existing foreign 
scientific and technical and production experience. 


The existing practice of cooperation and integration between the NRB and the 
USSR led to the development of several basic means of procuring Soviet scien- 
tific and technical and production experience, as follows: 


Importing from the USSR scientific and technical documentation, patents, 
licenses and know-how or of new labor means and objects developed on their 
basis, new technologies, materials, and new organization of the production and 


labor process; 


Exchange of specialists for purposes of consultation, specialization and study 
of existing experience; 


Joint developments and work on specific scientific and technical problems and 
topics. 


Under the conditions of an all-round rapprochement and cooperation between the 
NRB and the USSR, all of these methods will be used in gaining access to exist- 
ing Soviet scientific and technical and production experience. However, 
gradually the center of gravity will shift toward most progress methods such as 
scientific and technical cooperation and joint developments and the establish- 
ment of joint scientific research institutes, laboratories, bureaus, scien- 
tific-production associations, and others. Direct relations between respective 
ministries, departments and economic and scientific organizations will be in- 
tensified steadily. These are the most efficient means for the study and pro- 
curement of existing Soviet scientific and technical and production experience. 
Estimates indicate (although rough, due to the lack of developed and officially 
adopted methods for determining the economic efficiency from the participation 
of the country in international scientific and technical cooperation) that the 
efficiency rating of joint developments is higher than the efficiency coeffi- 
clent of purchased scientific and technical documentation by a factor of more 
than 20; it is higher than the efficiency coefficient based on the study of 
foreign scientific and technical experience by a factor of more than 10 and the 
coefficient of efficiency of scientific and technical assistance given to our 
country by a factor of more than g. 14 











The organizational forms for procuring existing Soviet scientific and technical 
and production experience should not be considered as something frozen and in- 

variable. Practical experience is infinitely richer and will indicate to us in 
the future a number of new features in terms of its optimal organization and 


management. 


The fourth central problem related to the optimal] use of existing foreign 
scientific and technical and production experience, that of the USSR above all, 
is its accelerated and mass application and practical use. 


The study of existing practical experience over the last five-year plan (1976- 
1980) shows that the main weakness in the use of foreign scientific ard tech- 
nical and production experience is its slow application. This is clearly shown 
in the table below. 


Speed of Completion and Practical Mastery of Scientific 
and Technical Results in the MNTS Process 





Total for the country in percent 
1976 1977 1978 1979 1980 1976-1980 





Scientific and technical 
documentation applied in 
terns of total received 38 35 47 21 38 35.8 


Applied in terms of pro- 
posals submitted by 
Bulgarian specialists 
assigned to other coun- 
tries for the study of 
foreign experience, and 


for consultation and 
specialization 38 38.7 35.2 44.3 38.0 38.8 


Completed developments 
based on bilateral scien- 
tific and technical 
cooperation out of the 


total number of joint 
developments 13 18 12.7 16 23 16.5 


Applied, of the overall 

number of completed joint 

developments based on 

bilateral scientific and 

technical cooperation 98 -- 48 63 82 72.7 


Computed by the author according to the "Scientific and Technical 
Cooperation" bulletin, published by the Council of Ministers KESSI 


for the respective years. 








That is why the BCP Central Committee Accountability Report to the l2th party 
congress stressed the need to ensure a turn in the practical utilization ot 
scientific and technical achievements. 


The practical use of existing Soviet scientific and technical and production 
experience is the meaning and purpose of its procurement. worldwide practical 
experience proves convincingly that technological advantages go to those who 
are the first to use the latest scientific and technological achievements, 
rather than those who are the first to obtain them. The Japanese example is 
guite indicative in this respect. Hence, it follows logically tiat we cust 
cevelop an adequate economic mechanism which would stimulate and force pro- 
ducers to apply on an accelerated and mass basis existing foreign scientific 
and technical and production experience they receive, the experience of the 
USSR in particular. Comrade T. Zhivkov stressed on this occasion that "It is 
high time to develop an application mechanism based on the principles of 
economic incentive, which would stimulate and force both scientific collectives 
and consumers of scientific and technical results to apply the latest contempo- 
rary achievements."!6 


The development of an effectively operating mechanism for the accelerated mass 
use of available scientific and technical and production experience received is 
a complex and difficult problem. Its successful solution depends on a set of 
objective and subjective factors--economic, organizational, social and many 
others. Usually, three basic prerequisites must be present for the successful 
application and production mastery of a specific scientific and technical re- 


sult: 
a. Skilled scientists and specialists in the respective field; 
db. The necessary scientific-technical, experimental and production base; and 


c. Production experience of the workers directly engaged in the production 
process organized on the basis of the respective scientific and technical 


achievement. 


These three basic prerequisites are not always present simultaneously, as a 
result of which the mastery of a scientific and technical achievement is either 
delayed or becomes impossible in general. This contradiction, particularly in 
the case of smaller size and low economic and scientific and technical power 
countries such as the NRB can be surmounted in the course of scientific and 
technical cooperation and integration with the other CEMA-member countries, the 
USSR above all. The combination of the materjai, financial and intellectual 
resources of the two countries creates optimal conditions for the effective 
functioning of the "science-tecinology-production-marketing™ cycle on the 
national and international levels. Availatle positive experience is quite 
indicative in this respect. Thus, for example, scientific and technical and 
production cooperation with the USSR was the only possible real variant for the 
development of our nuclear power industry, which is having and will have an in- 
creasing influence on the structure and efficiency of the national energy 
balance. In the course of such cooperation adequate conditions and prerequi- 
sites were created for surmounting the contradiction between requirements and 











possibilities i: terms of developing a scientific and technical and production 
base for the nuclear power industry. Along with technological equipment, our 
country received from the USSR direct scientific and technical and production 
assistance providec by quaiified scientists and specialists in this area, with 
out which the development of a nuclear power industry in our country would have 
been impossible. Furthermore, virtually all Bulgarian skilled scientists and 
specialists in nuclear power industry received their specizlized and practical 
training in the USSR. Still with Soviet aid, the NRB set up a school center 
for training its own cadres fur the development of the nuclear power industry. 


The main thing now is to create conditions for the most efficient use of the 
existing and newly developed scientific and technical and production base in 
the country with a view to ensuring the --celerated mass applicati.a of the 
available Soviet scientific and technical and production experience given to 
us. This presumes that in planning the receipt of available Soviet scientific 
anc technical and production experience to focus the main attention on the 
final, the concluding stage, i.e., the application process. This will be con- 
sistent with the requirements of the new economic approach and mechanisr for 
national economic management, including the management of scientific research 
and development. It is no accident that in outlining the basic and immediate 
tasks in the field of present and future economic policy, Comrade Todor Zhivkov 
pointed out that one of the main among them is “application, application and 
once again application of the latest achievements of scientifc and technical 
progress and leading foreign and domestic experience." The accelerated and 
mass application of the ready Soviet scientific and technical and production 
experience is a powerful factor in the all-round intensification of public 
production in the NRB and in comprehensively upgrading its socioeconomic 


efficiency. 


The exchange of scientific and technical and production experience between the 
NRB and the USSR will play an exceptionally important role in increasing the 
processes of rapprocheme t and integration between the two countries today and 
particularly in the future. It has and will have an increasingly intensified 
impact on these processes and is one of the main factors in the implementation 
of the strategic task of comprehensive intensification of public production in 
our country in accordance with the resolutions of the 12th BCP Congress. 
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CZECHOSLOVAKIA 


POTAC OUTLINES ECONOMIC PROSPECTS FOR 1983 
Prague NOVA MYSL in Czech No 1,1983 pp 25-35 


{Article by Svatopluk Potac: "A Year of Progress to a Higher Pace of 
Economic and Social Development'/ 


{Text] The Seventh CPCZ Central Committee Plenum held on 24-25 November 1982 
discussed and adopted resolutions for the breaking down and the assurance of 
the 1983 state plan for economic and social development. Given the objective 
of progressing to a higher pace of economic development under substantially 
more complex circumstances, this year has exceptional importance for future 
years as well. The formulation stage of the plan has already shown that the 
basic conditions, the economic factors and the material preconditions will all 
be more severe and rigorous in this third year of the Seventh 5-Year Plan than 


in the preceding 2 years. 


Developments to date have conformed quite closely to the judgment of the 16th 
CPCZ Congress, namely that substantially more difficult conditions than those 
of the seventies may be expected during the implementation of Main Directions 
in the Economic and Social Development of the CSSR in the 1981-1985 period. 
Developments to date point to significant changes in both internal and external 


conditions. 


This was particularly the case last year. Nor is the prognosis for this year 
very inspiring. It is impossible to determine precisely internal and external 
conditions on whose basis to adopt necessary measures, becauee there is not an 
unambiguous dividing line between the two. They intermingle with each other. 


The decisive change in internal conditions consists mainly of the exhaustion of 
extensive factors of growth along with a number of complicating influences. 

The progressive exhaustion of these extensive sources was not accompanied by a 
concurrent transitional process to intensive developmental directions. This 
latter process has been slow and inadequate. Given the slowdown in economic 
development, fixed costs and other factors have weakened the impact of 


efficiency measures. 


The costs of obtaining fuel and energy resources, domestic raw materials and 
foodstuff supplies, and of investment are continually increasing. In some 
cases, it is not even physically possible to cover the increased requirements. 











The priority given to the use of resources in foreign areas in the interest 
of the payments balance and the renovation of external economic equilibrium, 
reduces over the long term the resources available for domestic use. The 
preservation o: the standard of living and above all of public consumption, 
which to a great extent develops autonomously, governed by legal reguiations 
and other factors, is being assured at the expense of accumulation, and espec- 
ially of investment. This, combined with the assurance of a mocest increase 
in energy resources and the investment resources already committ:’d to already 
established production programs consume a large portion of investment resour- 
ces. This understandably narrows investment possibilities in the areas of 
support for cost effective and efficient production structures, for increas- 
ing export efficiency and ongoing, mass-based flows cf innovation as the main 
sources of growth. Nor have efficiency and ccst-cutting measures of a non- 
investment character as yet become very important techniques for the formation 


oft new resources. 


Important changes have occurred and new realities have developed in the exter- 
nal conditions of our economic development. Given the significant degree of 
openness of our economy to foreign trends, any external changes are manifested 
strongly in our national economy and exert a significant influence on our long- 
range economic intentions and goals. World developments are under the long- 
range influence of two factors of a strategic nature. The first of these is 
the monetary crisis which led to the disintegration of the international 
monetary system at the beginning of the seventies, and which was followed by 

a departure from exchange-rate parity in favor of their unregulated develop- 
ment, high inflation, the destabilization of foreign currency and credit mar- 
kets, high interest rates, and a lack of trust and caution by banks. This is 
exerting a significant negative influence on our economic development, and the 
unpredictability of future monetary developments is resuiting in complications. 
The concurrent and long-standing economic stagnation in the developed capital- 
ist countries has intensified competition in markets for finished goods, slowed 
down international trade and, in many countries, led to changes in economic 
policy so as to adapt to the new situation. This is the second factor. Price 
stability of raw materials was disrupted by drastic increase in the price of 
crude oil in the form cf two price shocks, which led to increased prices for 
other raw materials. This certainly had an influence on, and stopped, the 
conjiunctural development of the early seventies. 


with regard to the socialist countries, these factors were joined by increased 
commercial, financial and credit discrimination, carried out by a number of 
capitalist countries at the behest of the United States. This is politically 
motivated discrimination. Because of it, the balance of payments in hard cur- 
rencies has become the touchstone of the concept of the state plan and of our 
economic policy for 1983. Two exceptionally serious constraints have been 
placed on our hard-currency balance of payments. One is to maintain those im- 
ports essential for the assurance of planned tasks given significant difficul- 
ties with exports, and the second is to maintain our capacity for payment. All 
of this, in view of the more rapid indebtedness process, reduces the foreign- 
currency resources which could make possible the further development of both 
industrial and agricuitural production and the improved satisfaction of con- 


sumer demand. 











The current world situation is very chaotic and complex and is bringing 
about a general slowdown in economic activity, international trade and an 
advantageous international division of labor. This slowliown in economic 
development is common to the industrial countries as well as to developing 
and other countries. It varies according to the conditions of each country 
and according to its degree of dependence on other countries. Ihe prognosis 
of the Bank for International Payments in Basel for the first half of the 
eighties is for an average annual growth of gross domestic product in the 
countries of the EEC of only 1.2 percent, and average annual wage increases of 
only 0.8 percent. The CEMA countries are projecting a substantially more 
rapid rate of development, even under much more difficult conditions. 


These rapid and important changes in the internal and external circumstances 
of our economic development are having a direct influence on the intentions 
and conception of individual annual state plans. These can no longer repre- 
sent a simple "averaging" of the 5-year objectives. Each year has its own 
specific character. The time of long-term continuity for economic development 
and of a tundamental stability in 5-year plans has ended. The changeability 
of conditions has become established as an objective long-term trend. This 

is the basis of our current economic policy, economic measures, and the prac- 
tical activities of managerial organs. 


A characteristic feature of the first year of the Seventh 5-Year Plan was the 
preparation for a shift from the Sixth 5-Year Plan to the demanding circun- 
stances of the first half of the eighties. The 1982 plan, with its orienta- 
tion toward a more consistent process of intensification and the adaptation ot 
the economy to a totally new situation, resolved on a one-time basis several 
serious national economic problems. These included, above all, a reduction in 
enriched fuel resources by 3.5 million tons of standard fuel /tmp/, the long- 
standing imbalance between plant and livestock production accompanying the 
failure to fulfill the plan for plant production, especially that for grain, 
by 1.6 million tons, and the reestablishing of external equilibrium especially 
in hard currencies, in connection with the sharp increase in indebtedness in 
all years of the Sixth 5-Year Plan. 


The pace of economic development, which had slowed down in order to assure the 
smooth functioning of the economy, has been adapted to the solution of these 
pressing problems. Attention has been called to this situation by the require- 
ment of implementing intensification, greater effectiveness, and increasing the 
guality of all work. The process of bringing value in line with world standards 
has been initiated. The prices of fuels, energy, raw materials and other inputs 
have been raised to the level of their average purchase prices. 


The intentions and main objectives of the 1982 plan were, on the whole, ful- 
tilled, thereby creating a starting point for moving to a faster pace of 
economic and social development in 1983. 


lhe primary characteristic of the 1983 plan is the spreading of the overall 
pace of economic growth while strengthening internal and external equilibrium. 
[his plan is founded on the results achieved last vear, is based on actual 


possibilities and takes account of changes in the original circumstances, 





The concept of the state plan for economic and social development for the 
current year is characterized by the priority it gives to equilibrium over 
forward movement. The increase in the growth rate, in terms of the average of 
the previous 2 years, is expressed by an increase in social product of 1.8 
percent and of national income by 2 percent, i.e., by Kes 10 billion (in con- 
stnat 1977 prices). 


Macrostructural changes continue, above all in sectors that are fuel-, energv-, 
imported raw materials-, and materials-intensive, and in those sectors which 
exert a strong value enhancing influence, utilize domestic raw materials and 
which cover the important needs of the national economy. 


The necessity of convincingly resolving the taut situation in the area of exter- 
nal economic relations has made it necessary to institute, right in the first 
years of the Seventh 5-Year Plan, a significant reduction in the amount of 
national income allocated to domestic use. In 1983 as well, it will be essen- 
tial to continue this policy. Increased resource formation, however, will make 
it possible to moderate to some extent the consequences implied by this plan 
for internal consumption. Forty percent of any increases in national income 
will be allocated to the implementation of the plan for reestablishing external 
econotic equilibrium and 60 percent to the expansion of the scope for the 
domestic utilization of national income. Last year, the priority nature of the 
resolution of the situation in our external economic relations gave this total 


precedence over internal consumption. 


This increase in resources for internal use will be accompanied by a still 

more rapid rise in nonproduction consumption of 2.1 percent. This is primarily 
in the area of public consumption, and will draw resources away from plans to 
reduce investment project volume and to slow down inventory growth. For this 
reasor the accumulation fund in 1983 will decrease 0.9 percent. An increase in 
the pace of economic growth is assured by a directive of the 16th CPCZ Congress, 
which decreed that even in view of significantly more difficult internal and 
external conditions, the high standard of living that has been achieved must be 
maintained and its quality raised in direct relation to the performance achieved 


in the national economy. 


Efforts to increase the efficiency and cost-effectiveness of the reproduction 
process, and especially to lower the material and wage intensiveness of produc- 
tion as expressed in a higher return on assets and greater profitability all 
share in the formation of new resources. 


The primary source of new resource formation should be labor productivity, 
which will increase 1.6 percent and will account for 82 percent of the in- 
crease in national income. It is expected that the improved management 
system will have a greater impact than before on the development of employment 
in the economic sphere. The number of workers in the entire national economy 
will increase 36,000, and 20,000 of these new positions will be in the produc - 


tion sphere. 


This movement to a reestablished high growth rate will be assured above all by 
an increase in industrial production, which this vear is to increase 2.4 
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percent—that is, at about double the average rate it achieved in 1981-1982, 
an increase in construction output of more than 2 percent and of agricultural 
production by 2.7 percent. A critical role is being played in this by an 
intensification of the entire reproduction process that is focused in the 
following areas: the implementation of scientific and technical progress, a 
conservation-conscious fuel and energy program, the achievement of a more 
rational and socially necessary production structure and utilization of output, 
and our more efficient incorporation into the international division of labor, 
and especially into the process of international socialist economic integra- 
tion. The plan emphasizes the qualitative aspects of development, the valua- 
tion procedures, and is in no sense concerned with quantitative development 
objectives that would consist of increasing the amount produced without regard 
for the effective use of this output. 


Industry continues to play a key role in the fulfillment of the fundamental 
intentions of the plan. Structural changes of an interbranch and sectorial 
sort relate primarily to the fuel and energy generation, metallurgy, building 
material and certain other sectors which are very demanding of fuel and 
energy resources as well as quite dependent on several imported raw materials. 
More rapid development is planned for the general engineering sectors (4.8 
percent), above all in the electrotechnical industry (7.4 percent) and in 
those sectors which, in terms of the parameters that they have achieved and 
the quality of their products, have assuréd sales levels while at the same 
time achieving a high valuation of the energy, raw materials and materials 
that have been consumed. Production included in state target programs wil] 
increase by more than 14 percent. This is mainly a question of nuclear 
energy generation, aircraft productio., electronics, truck production, color 
television production, robot production, etc. Among those industries with a 
high growth rate will be the wood-processing industry, which depends on a 
domestic raw materials base, and the pharmaceutical industry. In light indus- 
try, production will increase 1.4 percent, and 0.8 percent in the chemical 
industry. Growth in these industries is limited by the importing possibili- 
ties for raw materials and other inputs and by the feasible applications for 


these products on foreign markets. 


The feeding of people has a strategic importance for all countries, and the 
assurance of this is an important component of the overall standard of 1 iving 
in the CSSR. In the 1982 and 1983 plans, the consequences of the failure t< 
fulfill the plan for plant production have been resolved. Price, wage and 
social measures which have been adopted in conjunction with the introduction 
of a new management system in agriculture and the resolution of the long- 
standing imbalance between plant and livestock production should result in 

a condition of equilibrium on the market for foodstuffs. The level of plant 
production will be 2.5 percent higher in 1982 than in the years 1978 and 1980. 


The plan for agricultural production stems from the resolution of the Fourth 
CPCZ Plenum in 1981 and assures, under the conditions of 1983, a continuation 
of the policy of the 16th CPCZ Congress of achieving self-sufficiency in food 
by further increasing the efficiency of agricultural production. It sets the 
task of achieving a 5.6 percent increase in plant production and a moderate 

increase in livestock production. The priority accorded to plant production 








is designed to speed up the process of assuring an adequate amount of the 
todder base with domestic resources and reducing as much as possible derands 
for importing grains and fodder, thereby freeing up resources within the 
balance of payments for use in meeting more pressing needs of the national 


economy. 


The requirement of assuring planned foodstuf! consumption must be pursued by 
supplying organs and organizations and by agricultural enterprises and organ- 
izations through the utilization of all their underutilized capacity and 
available resources. Fodder resources make it possible to increase livestock 
production and the usability of livestock. In terms of food supplies, we are 
counting on measures adopted to support the activities of small-scale husband- 
men, gardeners and small-plot farmers, and are projecting a 3 percent increase 
in food deliveries to consumer goods inventories. 


Providing the national economy with fuel and energy resources is one of the 
most difficult tasks of 1983. The amount needed--103 million tm-- 

has remained at the 1980 level. In view of the need to speed up economic 
development, this creat:s a new situation in comparison with the Sixth 5-Year 
Plan, when these resources increased 2 million tmp annually. Imports of 
energy above the current levels are not economically feasible. There is, to 
be sure, crude oil available on world markets, but given its price and the cur- 
rent high energy intensiveness of our economy, it would not be economical to 
produce either electricity or heat with it. This means that imports of basic 
fuel and energy resources will represent a 36.1 percent share of domestic con- 
sumption and will again be provided through deliveries from the Soviet Union. 


Domestic sources constitute the foundation of our fuel and energy balance. 
Coal extraction is projected to reach 124 million tons, 97 million tons of 
which will be brown and lignite. This amount represents a 1.5 percent in- 
crease over last year's performance. The campletion of the Prunerov II elec- 
tric power plants marks the end of an era in which increases in the genera- 
tion of electricity were assured by a base of coal. Given the stagnation of 
electricity generation in hydroelectric power plants, future increases will 
come solely from nuclear power plants, which are becoming our primary 

source of energy generation, and which will contribute 8.5 percent of total 


electricity production this vear. 


An increase in sources for energy generation has its own economic potential and 
technico~ rganizational limits. Our consumption during production of primary 
energy resources, excluding, that is, individual consumption, is 50 and some- 
times 100 percent higher than in other economically mature countries per unit 
of comparable net output. On a per capita basis, we generate 4,798 kilowtt 
hours annually, which places us in one of the leading positions in Europe. 
Overall, our economy is well outfitted with energy-generation sources. 


ihe main paths to a resolution of this situation lie in the rationalization of 
consumption, the mobilization of underutilized capacity, the use of energy- 
efficient appliances, machinery and the like, and in structural changes. This 
is currently one of the key economic and political tasks. The 1983 plan is 
based on the assumption that conservation and rationalization mearures will 





result in savings of 2.5 miliion tmp. According to the resc lution t he 

lOth All-Union Congress, this objective should be exceeded by 90.5 percent 
. ° - 7 ~ 7 am. . . s.. —_ r . ] 3 rT) _ P -_ - 

through increased emplovee initiative. The Presidium of the Party Centr! 


Committee resolved in this regard to carry out throughout the national 
econogy a nationwide inspection of fuel, energy and propellant conservati 
It further resolved to complete work on the state target program for ratio: 
alization and conservation in the consumption of fuels and energy, especial 
with regard to assuring its implementation in the upcoming vears of the 
Seventh 5-Year Plan. No economy can permit itself to tie up expensive fuel 
in inventories and nonutilized investment projects, or to sell it cheap! 


the form of finished products. 


in terms of duplication of effort, the realiocation of resources and labor 
from the area of the assurance of an increase in new fuel and energy source: 
to the area of rationalization and conservation remains a serious problem. 


External economic relations are a priority area for the 1983 plan, bec!''se i: 
view of the high level of openness of our ecomomy to foreign trends, these 
relationships predetermine the basic national economic balance of the plan, 

and especially the formation and utilization of the natio1al income. As con- 
ceived, the plan provides a basic equilibrium of our payments balances with 
socialist countries and continues on the path we have embarked upon of gradual- 
ly restoring equilibrium in the hard-currency area as well as further reduc ins 
our level of indebtedness. 


cr 


Foreign-trade turnover with the socialist coumtries wiil increase more than 

percent in current prices. We are projeccing a continuation of changes i 

the structure of production, with the share of the general en, ineering sector 
+ 


as the basic producer o 


foreign currency increasing. The volume of fuel and 
energy imports will remain at basically the level of last year. 


in certain C=MA countries, the growth rate of national income, industri1] 
production and agricultural cutput in the first 2 vears of this 5-vear 

period have been lower than projected by medium-range plans, foreign trace 
turnover in constant prices has not increased and a simultaneous slowing down 
is becoming evident in the pace of mutual trade, both in imports and export 
Nevertheless, in 1983, too, the socialist market will be a fundamental stabi!- 
izing facto. in our economic development. To a much greater extent, we mu 
itilize the opportunities afforded us by the international division of labor 
with the USSR and other countries of the socialist community, particularly ir 
view of the attitude of certain capitalist countries. 


ihe area of relations with nonsocialist countries is very camplicated. he 
ire assuming that difficult and complex conditions will persist in the coming 
vear. The continuing crisis development in capitalist countries has signi- 
ticantly affected world trade. Its pace is declining. Marketing conditions 
are becoming more inten-e, not only for machinery and equipment, but the market 
‘rf consumer goods is also declining seriously, and sales of raw materials a: 
semifinsihed govuds are stagnating. Opportunities are narrowing, particularl 
for the export of lower quality goods with inferior technicoeconomic paramete: 














This is combined with discriminatory measures in the economic policies of 
some Western countries. All of this must necessarily be integrated into the 
conception of our foreign-trade policy. 


We assure changes in the structure of exports through the plan. The plan pro- 
jects a decline in exports of energy, fuels and metallurgical materials, 

and increased exports of products of the machinery and wood-processing indus- 
tries. The export of products of the light industrial sector is also adapt- 
ing to the actual situation on foreign markets. There is significant under- 
utilized capacity in the area of increased export performance. This may be 
achieved through higher foreign-currency valuation of our exports, supported 
by product innovations, higher quality and improved servicing and commercial 
services. Analyses that have been carried out indicate, for example, that 

the increase in the foreign prices of our machinery exports over the past 10 
years do not reflect any of the contributions of research and development, in . 
contrast to our competition, and that these prices have incorporated only 
about two-thirds of the inflation that has occurred over this period. 


The volume of exports and foreign-currency earnings from exports also deter- 
mine the scope of imports, because realized exports will create a maximum 
level of possible imports to assure all requirements of the economy. So far, 
the issue of our greater penetration of capitalist markets has been under- 
stood almost exclusively as a problem of export performance--the volume, 
assortment, quality and competitive abilities of our products. However, as a 
consequence of theattitude of several capitalist countries, a situation has 
developed in which the problem of commercial and political interchange has 
come to the fore to a greater extent than previously. Our production and 
especially our foreign-trade operations must take this into account and 
overcome these barriers through a closer linking of commercial export and 


import policy. 


In accordance with the conception of the Seventh 5-Year Plan and with the 
resources designated for the utilization of national income, the scope of 
investments and their share of generated national income will continue to de- 
cline to 26.7 percent, in comparison to 27.7 percent in 1982 and 29.7 percent 
in 1980. The volume of investment projects will decline 1.4 percent, with 
most of the decline in construction projects. 


These projects are oriented toward the assurance of the critical structural 
considerations, above all in the field of fuel and energy generation, toward 
the implementation of state target programs, the agrocomplex, the strengthen- 
ing of the export capability of production, effective and progressive moderni- 
zation, reconstruction, and toward projects with a rapid payback period. 

Newly initiated construction projects form the foundation of structural 
changes, which are a component of the process of the intensification of the 
national economy. The efficiency of a set of new industrial construction 
projects, as measured by the return on capital assets, is projected to in- 
crease, in comparison to current levels, by 57 percent, and labor productivity 


by 65 percent. 
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A continuation of the policy of strictly regulating construction projects is 
leading to certain positive results in terms of a reduction in above-average 
noncompletion rates and a shortening ih construction schedules. This is 
evident, among other ways, by the fact that in the first 3 years of the 
Seventh 5-Year Plan leftover budgeted costs will decline Kcs 50 billion, i.e., 
by almost 30 percent, and construction time will be reduced by a total of 
more than 1 vear. 


Operations are to begin at 105 important facilities, which requiies a 
strengthening of the completion capabilities of investment contractors. Prob- 
lems in capital construction, which include inadequate preparation for invest- 
ment projects and inconsistent implementatior, lead to an increase in budgeted 
costs, higher noncompletion rates, and delayed «perational startup of facili- 
ties, witha consequent worsening of national economic efficiency. 


The complete elimination of these shortcomings constitutes an importat 
source of further increases in efficiency. 


In the area of living standards, despite more difficult conditions we are 
proceeding on the basis of the directive of the 16th Congress and assuring an 
increase in personal consumption of 1.3 percent. Money incomes of individuals 
will increase by 2 percent, and public incomes by 3.7 percent. We are project- 
ing that the average tonthly wage in the national economy will increase 0.7 
percent, reaching more than Kes 2,820. Their further increase will depend 

on how well enterprises and organizations increase their performance and labor 
productivity. A precondition for an equilibrium condition on the domestic 
market is the assurance of a link between the development of wages payable and 
achieved economic performance and increased labor productivity. 


In accordance with the planned development of individual money incomes, an 
increase is pr. ‘ected in retail trade turnover of Kes 5.3 billion, which will 
include a more rapid increase in deliveries and sales of industrial goods than 
of foodstuffs. The exceptional difficulty of this directive is further in- 
creased by the necessity of changing the structure of deliveries for the 
domestic market so that demand can be satisfied more smoothly and better than 
last year. The plan, therefore, provides for a structure of industrial goods 
deliveries that will improve the situation in supplying the market with product 
assortments that have been in short supply, and will assure the smoother 
satisfaction of demand for standard products in thelower and middle price 
brackets. Simultaneously, however, the plan increases the supply of high- 
quality goods and of technically advanced products, and makes it possible to 
expand deliveries of luxury goods. Measures adopted at the Sixth CPCZ Central 
Committee Plenum in 1982 will become evident in the development of paid ser- 


vices. 


The plan also projects a further increase in resources allocated to the public 
consumption of the population. This year these resources will exceed Kes 
10,300 per capita and represent an important element in strengthening the 


social certainties of our people. In all areas of public consumption, che 


essential resources are assured by our society for the coverage of housine 
construction needs, the school system, health care, balanced development in the 








area of culture, and other components representing a broad range of free or 
heavily subsidized services for the population. 


Experience indicates that in future years it will be necessary to clarify 
demands on and attitudes to the environment, so that the situation in this 


area not become any worse. 


The above directions prove that even under changing conditions we are creating 
in the plan the preconditions for a corresponding development of the living 
standard of the population. It will be a task for all organs and organizations 
to transform these preconditions into reality through the comprehensive 
fulfillment of 1983 plan tasks. 


The fulfillment of the objectives and targets of the plan for this year under 
substantially more difficult and complicated conditions requires more than 
previously an improvement in quality at all levels of planning and managerial 
activity. This is particularly important for the implementation of the direc- 
tives of economic policy in areas where it is impossible to depend solely on 
the impact of economic mechanisms, but where success depends on the flexible 
and timely resolution of problems which have just arisen. 


Findings from the current implementation af the Set of Measures indicate that 
despite a number of problems it is having a positive impact on the qualitative 
aspects of management, especially in those sectors which are accorded priority 
in our current economic policy. But despite these undoubtedly positive re- 
sults we are expecting more from these improved managerial techniques. This 
is a matter of assuring greater worker participation in plan formation and 
implementation, in assuring their economic commitment to a continual increase 
in labor performance. The fact that on many occasions the applications of 

the regulations of the Set of Measures is a matter primarily for economic 
divisions and that the other components, which are responsible for production 
and quality control, are frequently left out, is a serious cause of the 
unsatisfactorily slow progress in intensifying enterprise and internal enter- 
prise khozraschet. It is not even possible to deduce from the attitude of 
several sectors and VHJ {economic production unitg/ to the preparation of the 
1983 plan that the principles of the Set are having a sufficiently active im- 
pact on economic decisionmaking and management in line with the public interest. 


In the resolution of the Seventh Plenum of the CPCZ Central Committee of Novem- 
ber 1982 the requirement is again very emphatically stated that the Set of 
Measures must be consistently applied and that there must be a substantial 
increase in the quality of direct management and decisionmaking, in the 
techniques and style of managerial and organizational work. Comrade Husak 
stated in his concluding comments at the plenum that "the entire manager ial 
sphere, from the government to the ministries to the enterprises and factories, 
must intentionally, and with great commitment, assure the development, imple- 
mentation and monitoring of the plan." 


The importance of the subjective factor at all managerial positions, the 
quality of managers in their approach to decisionmaking is becoming the factor 
on which will most depend the successful mastery of the demanding economic 
strategy while fulfilling the conclusions of the 16th Party Congress in the 
upcoming years of the Seventh 5-Year Plan. 
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CZECHOSLOVAKIA 


IMPROVED MANAGEMENT IN AGRICULTURE CRUCIAL 


Prague NOVA MYSL in Czech No 1, Jan 83 pp 16-24 


(Article by Frantisek Pitra, CPCZ Central Committee secretary: "Improving 
Management in the Agricultural-Foodstuff Complex'/ 


(Text) Throughout its existence, the CPCZ has devoted exceptional attention 
to agricultural issues. An inseparable component of its policy has been a 
Marxist-Leninist resolution of agrarian questions, the creation and 
strengthening of a worker-farmer alliance. The objective of this policy has 
been to free the farmer from capitalist exploitation and from the obsolescence 
of small-scale agricultural production. But favorable conditions for the 
thorough resolution of agrarian issues were created only after the liberation 


of our republic by the Soviet army. 


The struggle for the implementation of land reform in conjunction with the 
solution of other pressing problems of the countryside formed the basic direc- 
tions of party policy at the stage of the developing offensives against the 
power political positions of the bourgeoisie. In the political struggle for 
the implementation of the program objectives of the party, the unity of 
interests and the alliance between the working class and working farmers was 
strengthened. The great social significance of this revolutionary alliance was 
confirmed exactly 35 years ago in the memorable events of February. To the 
credit of the perceptive policy of the Communist Party, the working farmers 
supported the working class led by the CPCZ and contributed, in the "who with 
whom" struggle, to the opening of a new chapter in the history of our people. 


The consistent implementation of Lenin's cooperative plan has plaved an essen- 
tial role in our socialist construction. Events in Czechoslovakia have once 
again confirmed the international validity of the principle that the socialist 
restructuring of the village is one of the basic preconditions for the stable 


development of a socialist society. 


In its activities, the party has always adhered to the principle that without 
a prosperous socialist agriculture neither the smooth, harmonious development 
of the national economy nor an increasing living standard for the people is 
possible. Thanks to the systematic concern of the Communist Party and great 
efforts on the part of workers in agriculture and with the active assistance 
of society, basic qualitative changes have occurred in this sector. In 
addition to the development of large-scale production techniques, there has 
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been a change from the ground up in the position of farmers in our society 
and otf village life as a whole. 


As a result of the purposetul agricultural policy of the party, our society 
has at its disposal today a mature socialist agriculture. It is within its 
power, in conjunction with other national economic sectors, to cover fully 
the growing demand for food of our population. The current intensive 
socialist agricultural mass production of our JZD funited agricultural 
cooperatives] and state farms is also capable of thwarting successfully the 
growing efforts of international imperialism to utilize economic pressure to 
weaken the economic and political stability of our socialist state. Today, 
when international reaction, fearful of losing its position, is making use of 
all economic, political and military means of pressure to arrest the progress 
of peoples toward their ultimate liberation and the efforts of the socialist 
states to further this ultimate objective of their efforts—the building of a 
communist society--and when food is becoming one of the strategic weapons in 
this struggle, we are more and more aware of the importance of the foregoing 
realities of our agricultural capabilities. 


It is in these broader internal and international political connections that 
one must understand the strategic policy of increasing self-sufficiency in 
food production, as outlined by the 16th CPCZ Congress. The 16th Congress 
further specified this strategy for the conditions of the eighties. In the 
report on party activities at the 1*th Congress, Comrade Gustav Husak 

again emphasized: "We attach top priority to the assurance of a high level ci 
nutrition for our people, an increase in self-sufficiency in the production of 
food and of agricultural raw materials. In the upcoming years as well, the 
development of the agricultural-foodstuff complex will remain in the center of 
our attention, as this is a long-range strategic policy that has been outlined 
by the 14th and 15th Congresses. It will be continually more difficult and 
demanding of foreign currency resources to import agricultural products and 
foods. For this reason, we cannot assure a high level of food consumption 
through increased imports, but must do so with domestic production." (16th 
CPCZ Congress. Prague, SVOBODA, 1981 p 30) 


[he strength and maturity of our socialist agriculture and food industry is 
evident in the fact that food comsumption, whether judged in terms of basic 
nutritional components or individual types of food, has reached a truly high 
level in our country. At practically all levels of the population, the makeup 
of our diet continues to approach recommended levels for rational nutrition. 


Wwe are proud of the results which our socialist agriculture and food industry 
are achieving in close cooperation with other national economic sectors. 

This does not mean, however, that we do not perceive certain problems and at 
the same time possibilities for the further improvement in the work performance 
of the agricultural-foodstuff complex. Even though the level of self-sufficien- 
cv which we have achieved in satisfying demand for food is relatively high 
(more than 90 percent of temperate zone products are produced domestically), we 
cannot be satisfied with a situation in which we import annually a certain 
amount of food and agricultural raw materials for whose production we have the 
preconditions and whose imports we are securing under continually more compli- 


cated conditions. 
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For this reason the Fourth CPCZ Plenum, which in October 1981 addressed the 
tasks of the food and agriculture sector following the l6th Congress, 
provides additional suggestions tor reestablishing the pace of agricultural 
development so that it would more completely correspond to the long-range 
Strategic policy of increasing self-sufficiency in food and agricul tural 


raw materials. 


Under existing conditions, agriculture has only one way that it will be able 
to adhere to the established strategy. This is through the further effective 
intensification of prcduction based on an ever broader utilization of conten- 
porary research and development findings and on the rational management of all 
available productive resources. The party Central Committee has created one of 
the important preconditions for this approach with its approval of the 
improved planned management system for agriculture. 


Achieving a turnaround of agriculture in the direction of its more eftective 
intensification, as emphasized by the Fourth CPCZ Plenum, requires above all 

a substantial increase in the sophistification of managerial work at all 

levels along with a corresponding strengthening of economic incentives 

and accountability at economic organizations for the full utilization of their 
local production conditions, It is precisely these areas that are expected 

to be improved by the Principles of an improved Planned Management System for 
Agriculture, which in its significance goes beyond the bounds of the management 
of this sector and in its content marks a further substantial intensification 


of the Leninist principle of democratic centralism. 


In increasing the sophistication of central management while at the same t ime 
creating the opportunity for more indepéndent decisionmaking by economic 
organizations, we perceive a significant step toward a more targeted and more 
effective utilization of the production potential of our agriculture. At the 
same time, however, there is an important political factor which should in- 
fluence the quality of economic thinking by labor collectives and strengthen 
their tie to socialist ownership. Previous findings and experiences have 
convinced us that the more closely linked a labor collective and its revenues 
are to the activities of “its own" enterprise, the more its labor activity and 
initiative increase. Simultaneously, its identification with the position of 
a socialist owner becomes deeper and more comprehensive. For this reason, 
the thorough implementation and application of the approved Principles of an 
Improved Planned Management System for Agriculture is a pressing task of not 
only a national economic, but also a political character. It must be under- 
stood, and its fulfillment approached in this light by all managerial teams 


and party organizations. 


We now know the preliminary results for 1982, and we also have behind us the 
first experiences from the implementation of the approved Principles. It is 
therefore possible to judge the success that has been achieved in fulfilling 
the resolutions of the 16th Congress and the related Fourth CPCZ Central Com- 


mittee Plenum. 














Even though there was less than complete success in fulfilling plan objec- 
tives (in gross agricultural production it is expected that the plan will be 
99 percent fulfilled, and in marketable production it is expected to 

be exceeded at a 102 percent rate), we regard this performance as positive 
with regard to the difficulty of the established tasks and the prevailing 
weather conditions. We are particularly proud of the way, ina relatively 
short cime period, that agricultural enterprises were able to adapt the 
volume and structure of livestock production to the situation that had 
jeveloped in the fodder base as a result of a poor grain harvest and signifi- 
cant limitations on grain imports. Even though the fodder balance was not com- 
pletely in equilibrium, these enterprises were able to achieve the planned 
level of livestock production, especially of meat. 


In plant production, whose growth is crucial for fulfilling the strategic 
policy for the further development of agriculture, plan objectives will not 
be met above ali in the production of grain, oleaginous plants, and potatoes. 
instead of the planned 14.5 percent increase in gross plant production in 
comparison with 1981 levels, we are expecting an increase of "only" 8.9 
percent. This rate of growth will make it possible to achieve the highest 
level of plant production in the entire contemporary history of our agricul- 
ture. It has already passed by mre than 2 percent the previously most suc- 
cessful years of 1978 and 1980. One may only hope that this is the first step 
in a gradual turnaround in the current development of the relationship between 
plant and livestock production, one that is essential to the achievement of 
greater self-sufficiency in food production. 


We must, however, evaluate less positively the fulfillment of tasks by the 
agricultural-foodstuff complex in relation to foreign trade. In the event 
that planned export targets are not fulfilled, planned import levels will be 
exceeded. Even though it is possible to offer specific justification for a 
failure to fulfill planned foreign-trade targets (for instance because an 
attempt was made to satisfy increased demand on the domestic market for cer- 
tain types of food by decreasing exports of them or increasing imports of 
them, or because grain harvests were lower due to weather conditions, etc.), 
we must be aware that this reality exerts an unfavorable influence on our 
foreign-trade balance and therefore does not correspond to our strategic 


objectives. 


Likewise, in the economics of agriculture planned objectives in the evolution 
of costs in comparison to performance and planned profit levels will not be 
met. This represents a failure to fulfill one of the resolutions of the Fourth 
CPCZ Central Committee Plenum, namely that there should be an overall 
strengthening of the revenue situation of agricultural enterprises as a precon- 
dition for an increase in their economic viability. 


fhe achieved results in production, and particularly in the economics of the 
organizations belonging to the agricultural-foodstuff complex indicate that ve 
are only at the very beginnings of the requisite turnaround to the effective 
intensification of production. For this reason, individual managerial teams 
and party organizations must devote continual and systematic attention to the 


assurance of this pressing task. 


30 








Last year saw the beginning of the implementation of the principles of an 
improved planned management system for organizations of the agricultural- 
foodstuff complex. Initial experiences are fully contirming that the shift 

to the new principles of planning and management will not be easy, and that it 
will not be possible without the systematic concern ani attentiveness of the 
pertinent managerial organs and party organizations. 


We have succeeded in making more comprehensive the process of balancing the 
relationships ot agriculture and the food industry with the other sectors 

of the national economy. Through cooperation between the ministries of 
agriculture and food and contracting sectors, some of the most pressing prob- 
lems regarding deliveries of technology, and chemical and other resources to 
agriculture and the food industry have been at least partially resolved. 
Nevertheless, basic changes in the planning of production and deliveries with- 
in the organizations sharing in the feeding of the population, as decreed by 
the approved Principles, have not as yet been achieved. Methodological issues 
of planning for the agroindustrial complex remain as yet unresolved. Nor have 
organizational questions related to the above approach to planning been com- 
pletely clarified. At the same time, work on the basic directions of economic 
and social development through 1995 require the optimization of the mutual 
links between organizations of the agroindustrial complex from the viewpoint 
of its further development in terms of target programs. 


The complexity of the formation of the Seventh 5-Year Plan made it impossible 
to implement an additional approved principle--that of the role of the 5-year 
plan. This meant that it was also impossible to implement-even the presumed 
approach and technique of counterplanning. This was also negatively influenced 
by the fact that as a result of a lower fodder base it was also necessary to 
change the 1982 plan and thereby also the current plans of agricultural 
enterprises and certain food sectors concerning the future development of 

their production. Nor did certain ongoing problems with the 1982 plan, which 
were finally resolved in the course of the year, contribute to the creation 

of optimal conditions for the development of counterplanning. 


Regardless of all these objective factors exerting a negative influence on the 
development of activity and initiative by enterprise collectives in the forma- 
tion of enterprise plans, it nevertheless remains a fact that much remains un- 
clarified in the very principles of counterplanning as these apply to agricul - 
ture. Far from all managerial employees fully agree with them in private, and 

therefore do not give them full range or their full support in their managerial] 


activities. 


Our research and development base must also contribute to the resolution of 

the still open questions of plan formation for the agroindustrial complex and 
of counterplanning utilizing the initiative of enterprise collectives. It 

is necessary to resolve more rapidly the methodological problems connected with 
the shift fram narrowly conceived sectorial planning to planning for the entire 
agricultural-foodstuff complex. 


A fuller answer must be given to questions related to the position, role and 
mutual relationships between state elements of economic management and the 








management teams of the khozraschet sphere in connection with the deepening 

ot the Leninist principle ot democratic centralism in management. Even 

though the approved Principles define the role and relationship between the 
management elements of both of these spheres, the thorough practical implemen- 
tation of these guidelines requires elaboration to a degree of specificity 

so that they may become a direct starting point for managerial practice. The 
insutficient elaboration of these questions is also one cf the cructal 

reasons for the lack of a unified approach and the ignoring of existing mana- 
gerial practice when implementing the principles of a new planning technique. 


Likewise awaiting resolution is an entire complex of questions related to 

new forms of relationships between economic organizations of the khozraschet 
sphere. It nas already been emphasized in the Principles that an improved 
system of planning and management demands, besides a new form for supplier- 
consumer relations to appiv to fransactions between producers of agricul tural 
raw materials and their consumers, also a definition of a new role for 
consuming organizations in influencing the interests of economic organizations 
for primary agricultural products. This is also connected with a qualitative- 
ly new role for supplier-consumer contracts. These assume an exceptional 
significance by directing agricultural production in accordance with public 
requirements as expressed in the national economic plan. However, at present 
the requirements for a new relationship between mutually dependent producers 
and for a new position for consuming organizations within these relationships 
have not been consistently implemented. Only sporadic improvement has been 
achieved in the relations between consuming organizations and their partners. 


The foregoing is closely connected t. the further improvement of the system 

ot economic mechanisms, primarily purchase prices. We want these to exert 

an effective influence on the orientation of enterprises to the effective 
intensification of production and on their structural organization in accor- 
dance with the objectives of the national economic plan. At the same time, 

we want them to serve as an effective mechanism for the actual optimization 
of planned intentions. Among other things, this requires the further 
objectivization of their formation with a view to the social cost of the 
production of specific produets. The responsible central organs must, there- 
fore, devote systematic attention not only to the overall level of procurement 
prices, but also to their mutual relations so that they will better and better 
correspond to the relationship between soclal costs and the production of 
given products, and particularly so that they may be used to focus the inter- 
ests of enterprises in socially desired directions. 


The thorough implementation of the approved Principles likewise demands more 
rapid progress in the linking up of individual price groups, especially to 
achieve a mutual interconnection between the precurement prices fcr agricul- 
tural raw materials and the wholesale prices of individual food products. Onlv 
in this way can we develop a more effective influence for prices on desired 
product quality, achieve a more objective view of the social costliness <« £ 
their products, and thereby increase the overall sophistication of our price- 


formation mechanisms. 











fo date the planned management systems of agriculture and the food industr\ 
have to a large extent developed independently of each other. So tar, 
however, a thorough analysis has not been carried out of how essential it 
will be to merge both systems so that they act in a unified manner in pursuit 
of the similar objectives which they seek. it is, therefure, necessary to 
speed up research work whose objective is the achievement of interaal unit, 
and the integration of both systems so that we may create the preconditions 
for the implementation of a unified planned management system for both sec- 


tors. 


The achievement of the desired objectives in improving the planned management 
system of the agricultural-foodstuff complex will not be possible without a 
deepening and strengthening of the khozraschet standing of the economic 
Organizations of both sectors. We must, above all, sensitively consider what 
kind of position we will give to food enterprises within the framework of 
their professional grouping, so that both the field as a whole with its 
general directorate, as well as the individual enterprises, can fulfill the 
Tunction which we expect of them. What has to date been a nonuniform internal 
arrangement otf professions in both republics should be taken as an opportuni- 
ty for evaluating the pluses and minuses of the concern and trust methods ot 
arranging professions in this sensitive sector of the national economy. As a 
final step, then, it will be necessary to make decisions concerning their 
internal organization with a view to their specific mission. At the same 

time, it will clearly be necessary also to take account of the characteristics 
of specific fields, as these are conditioned not only bv the particular ra» 
material that is processed and the functionality of the output, but also the 
requirements as to the extent of their integration with primary agricultural 


production. 


The deepening and strengthening of khozraschet principles for economic organi- 
zations of the agricultural-foodstuff complex also relates to a more thorough 
resolution of the intluence of changing weather conditions on their production 
operations and on their economics. In addition to making the most of natural 
underutilized capacity, without which it is impossible to assure the harmon- 
ious and effective development of both sectors and the smooth supplying of 

the market with the desired amount, quality and assortment of specific 

goods, it is also essential to improve the economic system tor compensating 
tor the consequences of these meteorological influences on the economics o! 
individual organizations. The system now in use, besides providing for an 
inadequate resolution of these effects, also currently contains signiticant 
elements of subjec ivism. This weakens the effectiveness of the khozraschet 
position of individual organizations and limits the possibilities ‘or its more 
effective utilization to increase the material accountability of enterprises 


for the results of their actions. 


Improving the khovraschet standing of enterprises and the effectiveness o' 
its utilization tw achieve desired objectives is to a large extent dependent 
on the utilizatior of khozraschet principles in internal enterprise organiza- 
tions and management. The examples of our foremost enterprises demonstrate 
that good performance may be achieved in instances when in:'!\idual labor 
collectives are well aware of their objectives and have a direct economic 














incentive for their fulfillment. For this reason, not only in our country, 

but also in other socialist countries which are attempting along with us to 
increase the efficiency of their economies, the search is continuing for and 
development proceeding on forms of production and compensation organization 
which make it possible to achieve the closest possible link between the inter- 
est of individual work collectives in the most rational utilization of the 
resources entrusted to them for the achievement of the test possible produc- 
tion performance. The organization of work collectives in the so-called 
brigade format, on the basis of introducing khozraschet principles of manage- 
ment at individual work collectives which are entrusted with the "administra- 
tion” of distinct, relatively independent and relatively closed production sec- 
tors, is clearly a progressive form of interna] enterprise production organiza- 


tion to which we too must devote close attention. 


In the agricultural-foodstuff complex as well as throughout the nationa! 
economy, the pressure is turther increasing on resources of energy, materials, 
raw materiais, labor, investment and foreign currency. The management system 
as a whole, its individual components and all managerial and political-organi- 
zational work must, thereiore, take all the nore account of the categorical 
national economic requirement for a high level of valuation of all available 


resources. 


A year is too short a time, especially in such complex sectors as agriculture 
and the food industry, for a comprehensive evaluation of the efficiency of the 
measures which have been adopted, whether they be of a material or of a 
systemic character. As early as the discussions at the Fourth CPCZ Central 
Committee Plenum we emphasized that it would be an unforgivable error to 

think that these measures would exert an influence automatically. Their exe- 
cution in the »ractical activities of managerial organs and of agricultural 
enterprises will be a complex process which it is necessary to manage system- 
atically, to influence actively and to react in a timely manner to trends 
which would run counter to the public interest. The reality of the past year 
has fullv confirmed this thesis. Despite a relatively short time period having 
elapsed, it is already possible to begin to analyze and to generalize on the 
basis of the experience that has been gained and to make certain conclusions. 


Facts concerning 1982 pertormance make it possible to evaluate the attitude of 
most of the functionaries of our JZD and state farms to the resolutions of the 
Fourth CPCZ Central (:mmittee Plenum, which reconciled the volume and struc- 
ture of livestock production with the potential of our fodder base. Similarly, 
and not without difficulty, further conservation measures were successfully 
assured which, especially in the case of crude oil, necessitated a number of 
encroachments on organizations for the production of technical equipment. The 
mastery of these difficult tasks demonstrates that in the enterprise sphere 
there have arisen a number of excellent organizers of production who are capa- 
ble of solving the problems and meeting the objectives of the current stage of 
developm nt. At the same time it has been confirmed that our orientation to 
the freeing up of opportunity for these functionaries to engage in more inde- 
pendent decisionmaking concerning the directions and methods for utilizing 
local production and economic conditions in ways consistent with the principles 
ot the improved planned management system for agriculture is not only correct, 


but above all is necessary. 
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A policy of full trust in the managerial cadres of our agricultura! enter- 

prises founded on the creation «f ever broader opportunities for their crea- 
tive initiative along with a strengthening of their personal responsibilit: 
for the section entrusted to them and with a critically rigorous evaluatior 
of their activities forms the basis for party policy in this entire area. 


We nevertheless do not wish to overlook the fact that we contime to have cer- 
tain managerial emplovees at all levels who have become far too accustomed 

to the administrative technique of management. Thev have lost ‘he abilit 

make independent decisions amd to take personal initiative. [hey rely toc 
heavily on decisions coming "from above" and they hide their own respensibili- 
ty for production and its development behind these decisions. The incomne- 
tence or the lack of desire by these managerial emplovees can in no case be 

a cause for us to slack off in our efforts at implementing improved tech- 
niques of management and planning. Should it be shown that any of them are 
truly incompetent or not willing to adapt their managerial style to the new 
conditions and to fulfill the higher requirements that these conditions place 
on the sophistication of their managerial activities, then we must proceed 
promptly and replace them. The ever more complex conditioms of cur work, the 
demanding period in which we live, along with the objectives which we are 
trying to assure all demand the improved and more consistent carrving out of 
our personnel policies. It is necessary to leave enough time to seek out and 
to prepare talented workers for managerial functions with an eve on the 
requirements placed on managerial employees by the improved system of planning 


and management. 

we must then request of managerial emplovees at all levels of management that 
they carry out the praccical implementation of the approved Principles with 
greater creative enthusiasm and commitment. This is related to the necessity 
for creating in the enterprise sphere demanding, but also feasible and, as 
much as possible, stable conditions for its further successful development, 
along with solving certain specific problems. A critically rigorous ceniron- 
tation of the directions and objectives of the improved management system for 
agriculture with current practice at all levels of management, beginning at the 
ministries and ending at agricultural enterprises, followed by the deduction 
of appropriate conclusicius is the basic condition for further, more significant 
progress in the fulfillment of the conclusions of the Fourth CPCZ Central 
Committee Plenum. Only literally daily concern with the improved management 
of agriculture at all levels without distinction will make it possible to 
create continually improving preconditions for the maximal dvaluation of the 
immense work ard effort which society under the leadership of the CPCZ has 
expended on the building of modern socialist agricultural production. Only 

in this way we fully utilize the unmeasurable riches which we have in the 
diligence, knowledge and experience of the employees o! our agricultural and 
food enterprises. Only with these preconditions will our agriculture and food 
industry successfully carry out the strategic policy of the l6th CPCZ Congress. 
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Summary 


Although 20 years have passed since the GDR announced the victory of "social- 
ist production conditions," some means of production are still in private 
hands. While private economic activities in the Soviet economy, including 

the illegal transactions conducted in the "second economy," have been the sub- 
ject of a series of Western studies in the 1970s, there is a paucity of re- 
search about most private activities in the GDR and other East Bloc countries 
except private handicraft industries. 


Because of the absence of available data on illegal activities, this paper con- 
centrates on the legal private economy in the GDR. It represents an attempt to 
document the historical development, the current scope and the structure of the 
remaining private economy in the GDR. 


The elimination of the private economy as a central element of the Soviet conm- 
munist economic system was carried out in the GDR in several phases. The pro- 
cess began in the Ulbricht era even before the establishment of the GDR with 
the confiscation of all the "commanding heights of the economy," as they were 
defined in the Leninist sense. The actual Sovietization phase starting in 
1949 was, on the one hand, characterized by so-called “cold" socialization, 
that is, by means of economic sanctions and progressive taxation and, on the 
other hand, by the forced collectivization of agriculture, which was com- 
pleted in 1960. Also the forced collectivization of handicraft industries, 
which was planned, had to be broken off out of concern for the availability of 


needed services. 


‘'p to now, the Honecker era has been characterized by two different tendencies 
in its policies regarding private onwership of the means of production. At 
first, with lightning speed action in the first half of 1972, almost all pri- 
vate and half-nationalized industrial and construction firms were nationalized. 
Together they had accounted for 15 percent of the net product of the economy. 
After that action, the private economy was concentrated primarily in the 
handicraft industries, retail trade and restaurants. Until 1975 it was 
generally included in the planning and management of nationalization. Licenses 
were no longer issued except in extremely tight situations (for example, to 
bakers and barbers), and few apprentices were assigned. Handicraft industries 
were restructured with the emphasis on repairs and services and further collec- 
tivized. The shrinking of the private sector, however, led to serious gaps in 
supplies and, by the end of the year, caused a sudden course correction, which 
led to a phase of “active policies relating to trade and industry" based on a 
decision of the Politbureau and the Council of Ministers of 12 February 1976. 
Measures such as the issuance of business licenses, allocation of apprentices, 
grants of startup assistance and an easing of the tax burden went hand in hand 
with a "campaign of moral support," the high point of which was the inclusion 
in the new SED party program for 1976 of a statement to the effect that private 
handicraft industries were being supported. This statement openly contradicted 
the theses of the Eighth Party Congress in 1971 and therefore required a long- 


winded ideological justification. 
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The result of this policy of support was a significant slowing down and in 
some cases a halt in the shrinkage of the private economy which still existed. 
In 1980 its share in the net product of the economy, including commission 
dealers, was 3.9 percent. The 180,000 self-employed persons constitute 2.2 
percent of all employed persons in the economy. Of these, the lion's share, 
62 percent, are the 112,000 private handicraftsmen who are responsible for 
most of the output in the so-called tertiary sphere such as repairs and serv- 
ices in the GDR. In the course of these promotional activities certain rare 
occupations which are threatened with extinction have recently been given 
special support. Another 21 percent of the self-employed are private dealers, 
restaurateurs and commission dealers. Of the remaining 17 percent, or 29,800 
self-employed persons, 13,000 are business and trades people, 6,200 are em- 
ployed in agriculture and forestry and 10,700 are freelances. These three 
groups are subject to different tax rates. Thus, for example, the free lances 
who belong to the so-called freely creating intelligentsia are subject to the 
lowest tax bracket, or a maximum of 30 percent. Almost all the self-employed 
persons have, by means of national taxes and limitations, been made to conform 
with the “socialist economy" insofar as their freedom of enterprise is con- 
cerned. Since 1981 a serious campaign for still greater integration of the 
handicraft industries, especially of those groups which supply essentials, 
into the people's economy has been under way within the framework of the so- 
called socialist cooperation. At present most of the self-employed are now 
well past retirement age. These people, for whom even greatly restricted 
private economic activity was still worth striving for, are rapidly dying out. 


I. The Private or "Second" Economy: An Introduction 


After World War II, the Soviet economic system, based on the principles of 
Marxism-Leninism, was imposed on the Soviet-occupied zone of Germany and on 

the East European states. Based on the political dominance of the Communist 
Party, this system consists of (1) the removal of the means of production from 
private hands and (2) centralized state planning and management of all economic 


processes. 


In all East European states and in the former Soviet zone of occupation, the 
removal of the means of production from private hands, that is, nationaliza- 
tion of the means of production, was accomplished to the greatest possible 
extent by means of confiscation and the massive pressure of taxation. Today 
the only exceptions to widespread nationalization are agriculture in Poland 
and handicraft industries, especially in the GDR. 


Until 1972 there even existed in the GDR some industrial and construction 
tirms which were still private or half nationalized. Even today the GDR and 
the other European CEMA [Agriculture Central Marketing Association] countries 
have a legalized private sector especially in the area of handicraft industry, 
services, retail trade and the restaurant business. 


Despite complete socialization and ideological condemnation of private owner- 
ship of the means of production even by small producers of goods, private 
economic activities were and still are tolerated in the Soviet Union, princi- 
pally in agriculture. Here production by legally cultivated "individual 








parallel farm holdirgs"™ of the Kolchosniki and the Sovchosniki have plaved 
and are still playing a not inconsiderable role in the provision of supplies 
of meat, milk and eggs. Despite continuing ideological strictures against 
the private ownership of the means of production, the Soviet constitution of 
1977 enhanced the status of the productive private economic activities 
tolerated by the state over their former place in the constitution of 1936. 


Article 17 of the 1977 constitution reads: “Individual work in the area of 

the handicraft industries, agriculture and services for the people as well as 
other activities based exclusively on work by private citizens and the members 
of their families are permitted in the USSR in accordance with the law. The 
state regulates individual work by assuring its benefit to society."° In 
Article 9 of the old constitution only “the small economic activity of indi- 
vidual peasants and small tradesmen which depends on personal work and excludes 
any exploitation of outside labor" was mentioned. ° 


The new language contained an important shift in emphasis.” According to the 
old language, “individual activity" was treated "as a carrvover to be tolerated" 
during a period of transition. The new language reflects the more recent view 
that even the most developed socialist society cannot give up entirely a mini- 
mum measure of activity bv small tradesmen.” In adopting this view so recently 
the USSR clearly brought up the rear among the European socialist countries. 
All European socialist countries including Yugoslavia have supported certain 
private economic activities, primarily in the areas of services, repairs and 
the restaurant business, at least since 1963. The support varies in the indi-_ 
vidual countries, but it is very limited and has been in part withdrawn again. 


Yugoslavia implemented measures to support what was left of the private sec- 
tor, starting in 1963-19604. 


After 1964 Poland lightened the tax burden on those small private businesses 
that still remained. The S-vear plan ending in 1970 provided for the first 
time for an increase in private handicraft enterprises. 


In 1965, in Bulgaria licenses to engage in handicraft industry were issued to 
private persons for the first time. The CSR has applied the same policy 


since 1965. 


In Hungary licenses have been granted in increasing numbers since 1966, when 
private artisans still accounted for 25 percent of all handicraft production. 


In Romania it has been possible once again to open private handicraft enter- 
prises since 1968. The purpose of this superficial overview is not to provide 
concrete data on individual countries but to show that private economic 
activity has been legalized or even promoted. It must also be pointed out 
that these policies have often been accompanied by restrictive measures, as 

in the CSR in 1968, in Bulgaria in 1972 or in Poland in 1970-1971. 


Alongside the legalized economy there exists in the East European economies a 
tinely spun network of private economic activity ranging from those still 
tolerated but no longer anchored in the law to private economic activity such 





as dealing with "diverted goods" from the state economy, which are plainly 
illegal. 


For all these forms of activity which have developed outside the “socialist 
economy," that is, industry and commerce owned by the state or by the people 
and the "cooperative economy," the designations "second economy," "counter- 
economy," “unofficial economy," “shadow economy" and “parallel market" have 


come into use in recent times. 


The border between “legal” and "illegal" forms of private economic activity 

is generally blurred. The American economist Gregory Grossman describes the 
second economy as a “very significant side to Soviet economic reality, where 
production and exchange often take place for direct private gain and just as 
often violate state law in some nontrivial respect."’ The second economy thus 
defined, which occurs when production or exchange meet one of two criteria: 
(1) realization of direct private profit or (b) knowing violation of applic- 
able law, includes a considerable portion of legal private activity which is 
possible in the Soviet Union.’ The inclusion of private economic activity in 
the definition of the second economy thus sets the formally sanctioned private 
economy apart from the "first" or socialist economy and puts it in the same 
category with illegal private economic activity as an ideologically alicn 
body. Israel political economists Gur Ofer and Aaron Vinokur use this broad 
concept of the second economy.’° In his typology of the "colored markets" in 
the USSR, A. Katsenelinboigen has attempted to draw a neat separation among 
the legal, semilegal and illegal economies. 


The second economy in the Soviet Union, especially in agriculture, | has been 
the subject of a series of Western studies during the past decade.’ 


By contrast, the private or second economies in the other East European coun- 
tries have received relatively little attention in the West. Considerable 
enlightenment on private economic activity in the USSR has come from Jewish 
immigrants from the Soviet Union to Israel in the 1970s as well as from analy- 
ses of the testimony of Jewish immigrant scientists.*? 


Because of the scarcity of source material and, up to now, the total lack of 
analyses of the second, that is, the entire nonsocialist, economy in the GDR, 
this paper is limited to a discussion of the legalized sector of the private 
econony in the GDR. Although this sector played a not inconsiderable role in 
the GDR economy, especially up to the last wave of nationalization in 1972, it 
has not been the subject of research inthe last 15 years either in the West 


or in the East. 


Only the development of the private handicraft industry--certainly the largest 
area of private economic activity--has been analyzed continuously from the 
beginning of the 1960s by the Research Institute for All-German Economic and 
Social Questions, the results have been published since 1976.°*° Since the 
1960s the Chamber of Handicraft Industries in West Berlin has made possible 

the publication of the results of these inquiries in the appendix to its annual 
report of its activities.~* 





To the knowledge of this author, this paper is the first attempt to document 
the structure and extent of existing legal private economic activities in the 
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GDR, outside the handicraft industries. 


Swedish political economist Anders Asiund is currently preparing at Oxford 

a dissertation comparing the private economies of the GDR and Poland. On the 
basis of information so far available, this study promises to fill an impor- 
tant gap in research. ° 


II. The Ulbrict Era 


As we know, the destruction of the private economy and the creation of social- 
ist conditions for production were carried to completion in several stages. 
The first stage occurred in the period before the GDR was even established. 


l. The Preparatory Phase, 1945-1949'® 


Preparations for the Sovietization, that is, the implantation of the Soviet 
political and economic system on Central Germany, or the "antifascist democra- 
tic period” in GDR terminology, took place immediately after the collapse of 
the Third Reich in 1945. In this phase all the "commanding heights of the 
econony" were expropriated and transformed into so-called people's property, 
which, also according to the GDR definition, is identical with state property. 
This sector included heavy industry, banking and insurance, foreign trade and 
half of the wholesale trade. In agriculture two-thirds of all property over 
100 hectares were redistributed as new private peasant holdings and one-third 
as estates belonging to the people. This action, however, merely constituted 
a transitional phase towards socialization. According to Thalheim, the fol- 
lowinz features, also characteristic of the Soviet Union, marked this prepara- 
tory ghase*°: (1) the expropriations were without indemnity; (2) with the 
exception of mineral resources and mining companies, which were confiscated on 
the basis of state laws, there was no legal basis for the other expropriations; 
and (3) the expropriations occurred in almost all spheres of the economy. 


2. The Sovietization Phase 


The second phase, which started with the establishment of the GDR in 1949 and 
lasted until 1960, was the period of actual Sovietization, according to Thal- 
heim. The remaining private economy was totally subordinated under central] 
planning and was exposed to "cold socialization" through economic sanctions 

and a steep progressive tax, the so-called "capitalists' tax." The only 
exceptions to these measures were in agriculture and the handicraft industries. 
The latter were iimited in 1950 to firms with a maximum of 10 employees under 
the "Law for the Promotion of the Handicraft Industries."°) Other small in- 
dustries with no more than 10 employees were combined with the handicraft in- 
dustries and thereby avoided the "capitalists' tax." 


The next stage of the Sovietization phase took place at the Second SED Party 
Confe-ence in July 1952, erroneously called the “socialization party congress." 
The establishment of agricultural production cooperatives (IPG) on the Soviet 
model of the kolkhoz and of production cooperatives of handicraft industries 
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(PGH) was propagated by Ulbricht at this meeting. The legal basis for 
establishing these "socialist" cooperatives was contained in the model sta- 
tute for the LPG's which was adopted before the end of 1952.°° The legal 
basis for the establishment of the PGHs did not appear until 1955.°° 


Stalin's death caused 2 short interruption in the new course, which brought 
some relief for the private economy. ~*~ 


The Fifth Party Congress in July 1958 marked the next turning point. The 
stage of “planned construction of the foundations for socialism" announced 
at the Second Party Conference in 1952 was declared at an end. Henceforth 
the stage to “complete the construction of socialism" and thereby "defeat the 
remnants of capitalism’ was inaugurated. The policy of state participation 
in industry propagated at the Third Party Conference in 1955 was supposed to 
limit further the private economy. This policy represented a transitional 
step toward state ownership. The firms with state participation (BSB), the 
“half-nationalized firms," are, in legal terms, limited partnerships [KC]. 
The former private owner is a general partner, with the state in the form of 
a state enterprise as a limited partner.“ 


Walter Ulbricht characterized this form of the BSB, which was taken from Red 
China at the Fifth Party Congress: 


"Through state participation in private industrial firms exploitation has 
been Limited, a new relationship of the worker towards the firm is being de- 
veloped and the old, limiting capitalist conditions of production are gradu- 
ally >»eing overcome."** In a manner analagous to the BSB in industry and 
construction, a commission basis was propagated for commerce. 


Outlining the future of private handicraft industry and small industry, 
Ulbricht noted that "the contradiction between the conditions of production 
and production forces has become ripe for solution."*’ The Sovietization 
phase reached its conclusion with the end of forced collectivization of 
agriculture in the early summer of 1960. °° 


The collectivization campaign for the handicraft industries, which had been 
running concurrently, was broken off in May 1960 out of concern for the avail- 
ability of essential supplies. The blame was laid on the local organs--as it 
was also on other occasions when goals of the SED were not achieved. Ulbricht 
criticized these local organs openly on 28 May and announced the punishment of 
in emdloyee of the National Planning Commission “who had on his own" sought 
"to accelerate the formation of cooperatives."*° 


As chairman of the Liberal Democratic Party (LPDP), Manfred Gerlach, described 
the break in collectivization, "if we were now to accelerate the tempo of so- 
cialist transformation of small business, it could lead to disadvantages for 
the people." As a result of collectivization the number of self-employed 
persons declined from 19 percent in 1955 to 5.3 percent in 1960. Those em- 
ploved in private industry now numbered only 14 percent of the total workforce, 
compared to 40 percent in 1955. 


.* 
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3. The Phase of Silent Transformation 


he 


In the decade after 1960, the further transformation and incorporation of t 
remaining private owners of the means of production was pursued indirectly, 
mainly by means of tax policy and the propagation of so-called socialist co- 
operation. In industry the half-nationalized sector increased at the expense 
of the private sector. This process was intensified on all private owners, 
including those in the handicrafts, ’* after 1969 by renewed tightening of the 
tax screw and very strict state control of the employment of workers. On the 
other hand, in this late phase of the Ulbricht era, a certain tolerance for 
private economic activity can be noted in the phrase “socialist human commun- 
ity." As the representative textbook of this period, "Political Economy of 
Socialism and Its Application in the GDR,"°* puts it, "Today's power relation- 
ships and the strength of socialism therefore make it objectively possible to 
build the socialist society with these [private] strata and not against then.” 


III. Policy in the Honecker Era 


Up to now, two opposite tendencies have characterized the policy of the Honeck- 
er era toward private owners of the means of production. 


l. The Nationalization Action of 1972°° 


fhe first vear of the Honecker era witnessed a lightning action, which started 
in February 1972 and was completed by May. In its course almost all private 
and half-nationalized industrial and construction firms were nationalized. 
Nearly 10,000 firms with nearly 480,000 employees were involved. Moreover, 
some 1,700 socialist production cooperatives in the handicraft industries with 
100,000 employees were put under the so-called higher socialist form cf owner- 
ship, the state enterprise. 

At the end of 1971 the BSBs still made up over 9 percent of the net product 
of the economy. Industry and construction made up over 10 percent. Private 
firms at the end of 1971 were still contributing a good 5 percent of the net 
product. Their economic significance varied greatly according to the indivi- 
dual sector. In primary products and capital goods industries the private firms 
and the BSBs played virtually no role whatsoever. Their main field of activity 
was in the textile industry with over 25 percent of the net product and in 
light industry with over 28 percent. In these areas they emploved 32 percent 
and 34 percent respectively. In light industry their main field of activity 
was textile manufacturing. In 1967--the last year for which figures are avail- 
able--textiles accounted for 43 percent of total output, of which private firms 
alone nade up 10 percent. In the leather, shoe and smoking products industries 
the total private output was some 30 percent, including 47 percent in the smok- 
ing products industries alone. ** Fifty-seven percent of the half-nationalized 
firms =mploved 25 to 100 people and 72 percent of the private firms 10 to 25 
while 24 BSBs had 500 to 1,000 employees. In 1971 one BSB had the highest in- 
dustrial gross preduction of any type of firm, at 113.5 million marks and 263 
emplovees. Among the private firms one had the highest gross production, with 


14.7 million marks and 873 employees. 





At the end of 1971, there were 1,295 state enterprises and almost as many 
half-nationalized private firms in the construction industry. The main 
activity of the latter lay in construction repairs on dwellings, an activity 
which contributed almost 40 percent of the total work on repairs. BSBs ana 
private firms provided 14 percent of all construction for industrv and agri- 
culture. 


The nationalization action of 1972 differed from past nationalization measures 
to a considerable degree. At the beginning it presented a confused picture. 


The visible start was furnished by the llth Party Congress of the LPDP of 
16-19 February 1972. The chairman of the LDPD, Manfred Gerlach, announced in 
his speech on 16 February, that partners and owners of private firms wanted 
to sell their shares to the state in order further to develop socialist con- 
ditions of production. Manfred Cerlach emphasized that the LDPD was encourag- 
ing socialist state awareness by the partners in accordance with the Eighth 
Party Congress of the SED in 1971. 


Cerlach announced accelerated amalgamation of the handicraft industries into 
PCHs and mentioned the need for reorganizing the PGHs and private firms for 
the sake of repairs and services. He stated that the prospects of certain 
PCHs engaged in industrial production would be dealt with separately. 


It was already clear from the discussion that Gerlach's statements were not 
aimed at some long-term intensified socialization program for the private and 
half-nationalized remnants in the GDR economy. On the contrary, the action 
was to start right at the party congress. Some partners stated that they 
would sell their shares, and two PGH chairmen announced at the congress the 
transformation of their PGHs into state enterprises. 


On 15 March 1972 the central committee of the LDPD reported to Erich Honecker 
on the proceedings of the llth Party Congress. The SED responded officially 
that it “especially appreciates the intention cf the LDPD to promote the 
transformation of firms with state participation and private firms into state 
enterprises by means of differentiated ideological work with its members and 
those who stand close to it."’° This statement by Honecker strengthened the 
impression that a certain initiative had been forthcoming from the "bourgeois" 
parties in the GDR--naturally after discussion with the SED. Details on the 
nature and extent of the action had to be taken almost entirely from the "bour- 


geois" press in the GDR. 


At the 10th Party Congress of the East CDU on 19 April 1972 Albert Norden 
stated the official SED position in a way that would give the impression that 
the SED was only a spectator at these events. 


He welcomed the steps of a number of partners to sell their shares and noted 
“with interest that members of your party are in favor of the transformation of 
PGHs engaged in industrial production into state industrial enterprises." 

This statement struck an innocent tone but only 1 week later, at the Fifth 
Conference of the Grueneberge sep, °° a report on the execution of the resolu- 
tions of the Eighth Party Congress of the SED on domestic political matters, 
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announced that the nationalization action was proceeding toward a conclusion; 
94 percent of the BSBs, 73 percent of the private industrial tirms and 74 per- 
cent of the PGHs engaged in industrial production had already stated their 
reaciness for transformation by 25 April. Moreover, it was learned at that 


point that the measures had been adopted at the Fourth Plenum of the central 
committee of the SED in December 1971 as a task “for the further development 
of socialist conditions of production and for the elimination of some signs of 
recapitalization."°? 

As a result of these Crueneberg statements certain hints by Honecker at the 
Fourth Plenum took on special weight. In his conclusion Honecker said at that 
time, "Days filled with work lie behind us. We had decisions to make, which 

are of great significance for the further development of socialist society in 
the GDR."*~ The foundations for the action were, as was also learned at Cruene- 
berg, a decision of the Politbureau and the Council of Ministers of 8-9 February 


1972.°? 


As a result of the action mentioned above, the share of the private economy in 
the net industrial product (see Table 1) declined from 5.4 percent at the end 
of 1971 to 3.9 percent at the end of 1972. In the construction business the 
share at the end of 1972 came to only 8.4 percent as compared to 19.1 percent 
at the end of 1971. 


The share of the half-nationalized firms, which amounted to 11.6 percent in 
industry and 10.3 percent in construction before the action, disappeared almost 


entirely. 


The share of professionals in the private sector sank from 8.2 percent to 6.8 
percent and that of the half-nationalized firms from 6.2 to 0.8 percent; the 


latter consisted almost entirely of commission dealers and restaurateurs. 
2. The Course Correction of 1976 


After the nationalization action of 1972 the political goals of the SED with re- 
gard to the private economy were concentrated on the remaining handicraft and 
retail sectors including the restaurant business. Because there have alreadv 
been many detailed reports on SED policies since 1972 and especially on the pro- 
motional measures since 1976, it will suffice here only to summarize a few im- 
portant aspects. 


On the basis of the 1972 "Decree on the Promotion of Handicraft Industries 
Performing Services and Repairs and the Regulation of Private Tradesmen,” 
massive restructuring campaign was introduced. Its purpose was to disconnect 
the handicraft industries tromproduction and, as stated in the decree, to return 
the handicrafts to operations such as repairs and services. Business licens: 
were issued only to clear up serious bottlenecks, as, for exanvle, te bakers and 
barbers. This restructuring campaign was accompanied by psvchological and als, 
ictual pressures similar to those used during the period of the failed 
collectivization. Thus the owners of private enterprises were persona 
famed if they resisted joining production cooperatives. ~ 


‘ 
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Section 17 of the 1972 decree made possible wideranging inclusion in state 
planning and management. 


As a result of these measures and increasing obsolescence a further shrinking 
process in the contribution of the private economy to the net product occurred 
up to 1975. (see Annex 1) Thus the share of private and commission business 
declined from 9.9 percent to 7 percent. Production in private handicraft in- 
dustries, which could be increased up to 1971 despite a steady shrinking in 


the number of firms, thereafter declined from year to year. 


The shrinking process, which could not be halted by "socialist" enterprises in 
the sectors involved, as, tor example, the restaurant business or individual 
handicraft producers, conflicted with the main task propagated at the Eighth 
Party Congress in 1971, which was "the further raising of the material and 
cultural standard of living of the people." Th- course correction which 
occurred because of this development at the end of 1975 came just as suddenly 
as the termination of collectivization of handicraft industries in the early 
summer of 1960. The change was embodied in the resolution of the Politbureau 
dated 12 February 1976 which has not been published to this day: "For the 
Promotion of Private Individual Businesses, Restaurants and Handicraft Enter- 
prises for Repairs, Services and the Production of Daily Necessities in the 
Interest of the Further improvement ‘* the Standard of Living of the People.” 
This resolution introduced a deliberate policy of support for private trade 
for the firse time in the history of the GDR. In many cases this resolution 
of private economic activity. Its main features are, inter alia, the grant- 
ing of business licenses, provision of trainees for owners of businesses, the 
assignment of apprentices and the granting of financial start-up assistance. 


For private handicraft tradesmen with one employee, 50 percent of whose busi- 
ness was repairs, services and the production of individual necessities, the 
comprehensive tax, which had been abolished in 1958, was reintroduced. °° 


Private retailers and restaurateurs did not have to pay any more business 
taxes after July 1976.°° If they had more than three employees they were 

now also able to conclude contracts for commission business such as had 

been possible only in exceptional cases after 1971.°° In exceptional cases 
the bond of 33 and 1/23 percent of the value of the goods could be omitted 
either in whole or in part.** Hand in hand with the economic measures, 
attempts were made, by means of increased and favorable publicity, to im- 
prove the climate created by the negative policies of mistrust and resig- 
nation and, above all, to overcome the lack of readiness on the part of the 
vouth to learn handicraft trades. Once again the role of the private handi- 
craft tradesmen as true partners of the working class, an alliance that went 
ill the way back to the Revolution of 1848, was praised. As happened after 
the interruption of forced collectivization in 1960, the local organs were 
severely rebuked. NEUES DEUTSCHLAND warned that "nerrow-minded, formal, 
bureaucratic behavior or even sectarianism towards the handicraft industries 
is alien to our party and will not be tolerated by it.""* The deliberate 
denial of apprentices for many years was justified as necessary: "The master 
craftsmen who say, ‘You didn't give us any apprentices before, now we don't 
want anv apprentices,’ in their unjustified sulkiness overlook the fact that 
primary economic needs determine the supply of trainees." The highpoint of 





the “moral integrity" of private handicraft industry was contained in the 
manifestation approved for the program at the Ninth Party Congress of 1976: 
"The private handicraft industry is being supported according to plan and 
included in the solution of the problem of meeting the need for essential 
supplies.” (Emphasis added.) 





Another part of the program stated: “Socialist society offers the handicraft 
industries and tradesmen favorable opportunities to use their strengths and 
abilities in the interest of society, to cooperate actively in the building 
of the new society and to receive appropriate compensation for their work. 

An important contribution towards the assurance and expansion of services for 
the people is especially expected from the handicraftsmen and tradesmen." 


3. Ideological Aspects of the Promotion Policy 

The promotion policy and its manifestation in the party program brought forth 
long-winded ideological justifications. The reason was that it stood in open 
contradiction to the thesis which prevailed from the time of the Eighth Party 
Congress in 1971, that a tendency existed, in the stage of the “establishment 
of a developed socialist society," to vanquish all nonsocialist conditions of 
production. + Writers of "letters to the editors," for example, asked 
whether the promotion of private handicraft industry and trade was compatible 
with transition to communism. © The editors answered with an unequivocal 
ves. Chairman Gerlach of the LDPD announced in this connection that "the 
tasks of the private handicraftsmen and tradesmen extend far into communism."” 


The "chief ideologist" of the "bourgeois" parties was now given the task of 
providing further theoretical foundations for these measures.” Accordingly, 
he specifically emphasized that master handicraftsmen and tradesmen to whom 
business licenses were granted "do not thereby revert to capitalism." 


Erich Honecker's position on the course correction in the ownership policies 
of the SED at the fifth meeting of the central committee of the SED in March 
1977 certainly sounded rather awkward but was nevertheless clear enough: "In 
connection with questious of essential supplies the Politbureau has adopted 
measures for the promotion of the handicraft industries. It illustrates the 
need to reverse the tendency toward decline in handicraft enterprises and 

the number of those employed in them. The requisite central resolutions 

have been formulated. Now it is a question of resolutely carrying out this 
long-term policy in every district, in every kries and in every municipality. 
That also applies to small tradesmen....""” 


Alfred Norden then formulated the official party version of events in the 
guidance material for agitators and propagandists: "As we know, there was 

at the beginning of the 1970s a stagnation in handicraft industry production 
and the number of private handicraft enterprises also declined, not least be- 
cause of obsolescence. Serious shortages occurred in some sectors of essen- 


tial supplies. 


"Through speedy and decisive action by the party and the government it was 
possible to introduce a positive shift. Our party has repeatedly emphasized 
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that we will aot tolerate reservations and eguivocation in attitudes toward 
handicraft industries. Our policy of alliance in principle is not of a tac- 

- . - . “- 
tical nature and applies not only today but also for the time following 1980." 





In contrast to this statement, the first comprehensive analysis of ownership 
policy of the 1970s--especially noteworthy because of its objectivityv--noted: 
"Ia the course of the 1970s the recognition grew that alongside te socialist 
form of handicraft industries and PCHs the activity of private handicraftsmen 
and tradesmen countinues to be necessary and possible for the provision of 
essential supplies for the people.... Increasing clarity on these questions 
was closely tied to recognition of the long-term nature of the formation of 


. . € 
developed socialist society." 


This interpretation by Janine Haschker was more realistic than the claims of 
continuity in the policy of alliance toward the private handicraft industry. 
Even the great resignation, which was caused by the nationalization action of 
1972, and the associated policy for handicraft industries and trade were not 
denied at the beginning of the analysis mentioned: “Not a few handicrafts- 


men and tradesmen feared that they would lose their businesses sooner or 


c 
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later.’ 


The author cites relevant sources from the archives of the Nacional Council 
on the mood of the handicraftsmen: "Now the partners and entrepreneurs won- 
dered, ‘When will our turn come?’ Private handicraft industry and trade will 


sc 9 
cease to exist in any case by 1975." 


1c the end of her otherwise objective analysis the author contradicted herself 
by claiming that “contrary to all the slander from the bourgeois ideologists, 
the confidence of the handicraftsmen and tradesmen in the policies of the work- 


¢ 
ing class and its party was strengthened." ~ 


While Haschker named the local organs as the scapegoat for the developments of 
1972-1975, she also addressed the SED directly. “In order to implement the 
illiance policy of the SED toward handicraftsmen and tradesmen, some confusion 
had to be cleared up within the party of the working class and among the local 
‘rgans of the state. This confusion stemmed largely from sectarian views about 
the status of handicraftsmen and tradesmen and a deveioped socialist society.... 
Many doubts would not have arisen if the handicraftsmen and tradesmen had been 
dealt with more objectively and more sensitively. The exercise of political- 
ideological influence on handicraftsmen and tradesmen and cooperation with 

them was often neglected."*? Haschker saw the causes for such phenomena in 
insufficient knowledge of the different role played by “small producers" 

under capitalism and under socialism.** Because they are suppressed and 
harried by capitalist producers under capitalism, they are thereby forced to 
ally themselves with the working class. After capitalism has been abolished, 
small producers such as handicraftsmen and tradesmen are not eliminated but 
their function and character are radically changed. 


Haschker did not discuss the role of the small] producers under communism, 
whose fate would, of course, contradict the above statements. Exercising 
ippropriate care, she dealt with the manifestation in the SE” party program 
»f 1976, which was mentioned at the beginning, without quoting it verbatin. 








a ° a . a . 7 
The Legal Status of tne Private Economy Since 1° 


Despite the continued existence of the legal private economy even after Ile 
article 9, paragraph 1, of the amended GDR constitution of 1974 remained un- 
changed from the constitution of 1968. It maintained that “the econor 
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the German Democratic Republic rests on the socialist ownership of the nea 
»f production.” As indicated above, that statement is still not entirely valid 
even 20 years after the declaration of the victory of socialist conditions 
production. °° 

Article 14 of the 1972 constitution illustrates the changes wrought by th: 
nationalization action of 1972, whereby the private economy consists most! 
of retail trade and handicraft industries. Article 14 of the 1968 constitu- 
tion read: "(1) The utilization and management of private economic enter- 
prises and establishments for profit-making purposes must satisfy social 

needs and serve to raise the welfare of the people and increase social wealth. 
(2) The state supports close cooperation between socialist and private eco- 
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nomic enterprises and establishments. In accordance with the needs of society, 


private firms can acquire state participation on request. (3) Private econonmi: 
associations for the establishment of economic power are prohibited.” 


Article 14 of the 1972 constitution now reads: "(1) Private econcnic assvcia- 


tions for the establishment of econoric power are not allowed. (2) Small hana: 
craft and trade enterprises which are based predominantly on personal wor} 

ire working on a legal basis. Entrusted with their responsibility for the 
socialist societv, thev are supported by the state." With this amendment th: 
GDR constitution now takes private ownership of the means of production into 
account only in a negative way, namely through the prohibition of the property 
mentioned in Article 12 such as mineral resources, mines and similar kinds of 
or perty.- 

Henceforth this prohibition is extended generaliv to industrial firms a ell, 
in contrast to the constitution of 1968, which referred to “large industria! 
firms.” The constitution of 1974 contains no more guarantee of the privat« 
ownership of the means of production than did the 1968 constitution. Th: 
private owner of the means of production enjoys only the same protection as 


the owner of personal property on the basis of the provisions of the civi 


ee . , , , 
code. Article 16 of the new constitution, which uses the same text as the 
1968 one, provides very limited protection in cases of expropriation: 
"Expropriations are authorized only for purposes of the common good on le; 


basis and with appropriate indemnification. Thev may only take place if th: 
sought-after purposes cf the common good cannot otherwise be achieved." — 
the nationalization action of 1972 this constitutional principle was taken 
iccount to the extent that the entire action was declared “voluntary,” that 
private owners and partners “offered” their firms or their shares ¢ t hx 


LS. 

state. ° The transformation took place in a normal way through purchas« n- 
tract and deed of convevance. There were, however, tax oblications offseting 
the compensation. The money paid by the state was placed in a blocked account 
in most cases. The former partners and private owners were usually installs 


, 


After the nationali 


is managers or in other responsible functions. 
1972 the legal basis tor the minimal number of private tradesmen who wer: 





still in business outside the handicraft industry was the abovementioned decre 
. the Promotion of the Handicraft Industries for Services and Repairs and th 

-gulation of Private Trades” of 1972. ~ It replaced the 1956 decree on the 
‘Regulation of Tradesmen” in the private economy. “© Even according to this ol 
fecree, mo free trade existed. State permission was and is mandatory. 


Atter 19/72, the state has cemanded the following of private firns: total! 


. > - » 


‘gration into the state contract syste', state assignment of workers, inte- 


gration into state investment planning, integration into product groups and 


iv especially into state-managed groups suppling essentials, adaptation tc 


ead 
the labor law requirements of the state enterprise system and permanent state 
mtrol of finances. These strictures mean a greater functional integration 
into the state enterprise system since 1972. The main difference today is the 
far greater tax burden. Because of the prohibition against the formation of 
private economic as,ociations under Article 14, paragraph 1, there are no spe- 


ialty or regional organizations in the private economy. Since their founding 


1953, the district chambers of handicraft industry have been instruments of 


: ” ; 
State economic administration. “ They guide the role played by the small 


enterprises, those withmot more than 10 employees, as well as the handicraft 
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industries and--in contras* to the Federal Republic--also the tradesmen. The 
listrict chambers of industry and commerce, which have been dissolved and 


reda' 


Teans and, since the na 
tion, are limited in ¢t 


an ; ¥ 
1975. In some areas expansion was noted in 1979. 
is its share of the net product was 3 percent in 1980, compared with 3.4 
ercent in 1975 (see Table 1). The proportion of half-nationalized firms de- 
lined from 0.8 percent ¢t 1.6 percent. 
‘ff all those gainfully emploved the number in the private and half-nationalize 
nomy declined by 9.8 percent to 5.2 percent (see Table 3). 
ve number of self-emploved persons, including commission dealers, declined 
from 2.5 percent to 2.2 percent. 
he lion's share--6. percent--of the 180,000 self-employed, is made up of the 
»»00 handicraftsmen, of whom 83,800 owned their own business, including 
imily members working with them (see Table 6). A special section in this 
14 ; wi ] d i scuss ¢ hi = ‘ome nt . Another ] i , 900 se] t -emp loved are private 
usinessmen of whom the vast majority are retailers and restaurateurs (se¢ 
abl und 8). Added to these are 25,800 commission dealers and restaura- 
feurs. These groups make up 83 percent of all self-employed persons. 


ithorized many ¢ im in the past, are also auxiliary agents of the state 
tionalization action of 1972 in industry and construc- 
heir competence almost exclusively to private retailers 


commission dealers. 
The Structure of the Private Economy in 1980 


nuse of the policy of support, the private sector has hardly shrunk since 


snall, and declining, remnant, which number 29,800 and make up 0.6 percent 


ull gainfully emploved persons, are those employed outside the handicratts 


e 


e 





and commerce, the small producers of agricultural products and the freelancers 
(see Table 4). Each group is treated differently for tax purposes. 


l Private Retailers and Restaurateurs 


Except for the handicraftsmen, the 12,100 private retailers, ~ restaurateurs 
and owners of small hotels, who employ 27,400 persons, are the largest closed 
group of those employed in the private economy. The 25,800 commission dealers 
and restaurateurs, who are no longer purely private, should not be included 
here. As the only form of enterprise with "state participation," they did 

not fall under the transformation action of 1972. The commission dealer no 
longer conducts business on his own but, as a rule, for a state trading 
organization. He pays 33 and 1/3 percent of the value as a bond for the 
goods. Through the commission trade it has been possible to subject retail 
dealers to state planning to a greater degree than before 1972. Private and 
commission dealers each account for 5.6 percent of the total turnover in the 
retail trade (see Table 7). 

Of greater importance for the supply of essentials for the population are the 
commission restaurants. The commission restaurants numbered 7,672 in 1978, 
made up about 26 percent of aii restaurants (without factory canteens) and 
accounted for 13.7 percent of the total turnover in restaurant business. The 
2,112 private restaurants, which in 1978 made up 8 percent of all restaurants, 
contributed only 2.8 percent of total restaurant sales. As a result of the 
Promotion measures mentioned above, the share of private sales in total turn- 
over hardlv declined at all after 1976. 


In domestic trade the share of the net product has increased noticeably tor 
commission dealers and commission restaurateurs. According to statements by 
Erich Honecker at the 10th Party Congress of the SED, 7,500 business licenses 
have been issued in this sector sine 1976.'° The catastrophic situation in 
the restaurant sector in particular ied to the creation of a new training pro- 


gram in the academic vear 1976-1977.7? 


This new occupation for special workers in the restaurant and hotel business, 
who rank between cook and waiter, is designed to establish competence in the 
management of restaurants with no more than four employees after a training 
period of 2 years. Overall! current opportunities for opening small private 
restaurants are relatively favorable at the present time. The results are ai- 
ready noticeable although official data are still lacking. 


In the hotel business there are still a series ot small private hotels such 

is inis. These private enterprises are of considerable significance because 

9f the extraordinarily low hotel capacity in the CDR. Although there is no 
exact official data, nevertheless the share of the private hotel trade is about 
25 percent of the countrv's total hotel bed capacity for 1980.— The purely 
private hotel establishments far outweigh those on a commission basis. 


he promotion measures have had little effect so far on the training ot 
tices in the private and commission business sectors. For 1980 a total of on 


about 400 apprentices were noted in this sector. 





2. “Tradesmen" 


In this group there were about 13,000 self-employed with about 11,000 emplovees 
in 1980. To the extent that they did not belong among the small enterprises 
with no more than 10 employees which enjoy a favorable tax status, they were 
liable for progressive taxes up to a maximum of 90 percent, which is reached 
with 250,000 marks of annual taxable income. This circle of entrepreneurs 
numbering a couple of hundred thereby represents the last “capitalists” in 

the CDR. 


Divided according to economic sector those employed in trade in 1980 were dis- 
tributed as follows: 


(a) In transportation there were still 8,400 self-employed persons with 7,600 
workers and employees. Their total share of the net transportation, post and 
telephone product came to 2.3 percent in 1980. Compared to 1979-1978 ‘sic! 
this once again represented a decline. The share of the remaining half- 
nationalized concerns is about the same (see Table 1). Included here are 
private truck owners, taxi owners, freight forwarders, owners of driving 
schools and a smattering of inland barge operators. 


(b) The other 4,500 self-employed persons are split up among the remaining 
fields. Thus there were fewer than 200 private industrial entrepreneurs with 
some 1,700 employees. About 1,900 self-employed with 2,900 employees are 
engaged in other productive areas besides the handicraft industries. Consider- 
ing their small number, it is certainly astonishing that they take in a rela- 
tively high share of 8.3 percent of the net product. This obvious contradic- 
tion could not be clarified.** The last group is the remaining 2,400 seif- 
employed in the nonproductive areas. To these belong, for example, the 650 
private showmen scill in the GDR. The 27 private pharmacists could aiso be 
included in this group. Those private attorneys, patent attorneys and nota- 
ries who employ clerks with state examination diplomas also belong in this 
group. They then are considered as engaged in trade and are placed in the 


highest income tax category. 
3. Self-employed Persons in Agriculture and Forestry 


In 1980 there were still 6,200 self-employed with 7,600 workers and employees 
registered in forestry and agriculture including kitchen gardening. *’ Their 
share of the net product was 3.8 percent in 1980, a slight increase from 1979. 
They too fall in the least favorable income tax category, which goes up to a 
maximum of 90 percent. * Sideline activities like a small agricultural pro- 
ducer, kitchen gardener, homesteader, breeder of small animals and fruit and 
vegetable picker are generally free from taxation. 


Since 1977 members of and workers on agricultural cooperatives and workers on 
state-owned cstates (VEG) have been given 0.25 hectares each, with a maximum 
f 0.5 hectares per family, of productive land for personal household use. 
fore the specialization and fusion of the agricultural producer cooperatives 
LPGs} this regulation applied only to members of the old IPC type III. The 
importance of the contribution by individual household plots may be seen in 





their disproportionately large share of output: in 1979 their share of th 
total production of pigs for slaughter was 14 percent, for beef cattie 10. 
percent, for eggs 40 percent and for vegetables 30 percent. ~~ 


At the 10th Party Congress, Erich Honecker supported a still greater exploita- 
tion of the individual household plots. 


4. Freelancers 


The remaining group is the so-called freelancers. There were about 10,700 
in this group in 1980, and by its nature it is the least homogeneous occupa- 
tional group. It is divided into two categories: the larger group, the 
so-called freelance intelligentsia, which enjoys favorable tax status and a 
group of freelancers who do not enjoy favorable tax status. The freelance 
intelligentsia is made up of those who perform "socially recognized" work, 
for example, those employed in cultural and pedagogical activities and in the 
health industries. They are writers, artists, musicians, doctors in private 
practice, dentists, veterinarians, midwives and inventors. This group falls 
into the lowest category of taxation with a maximum tax liability of 30 per- 
cent, which is reached with 36,000 marks annual income. Numerical data for 
the self-emploved in these categories cannot be given except for doctors. 
According to available data, there were 953 doctors and 1,148 dentists with 
their own practice in 1979, °° 


The number of private doctors and dentists has steadily declined since 1975. 
For both of these professions it must be assumed that there is hardly any in- 
terest in entering private practice in the GDR despite tax privileges because 
private practitioners have heavier work loads than do those emploved by the 


state. 


Freelancers who do not enjoy favorable tax status include commercial artists, 
engineers, architects, filmmakers, translators, city guides, food chemists and 
lawyers (there are still about 30) and food chemists. These professionals 

may not employ any person with a higher degree and are subject to progressive 
taxation up to a maximum of 60 percent, which is reached with an annual income 
of 100,000 marks. 

A decree on honoraria and other legal prescriptions regulates the income of 
freelancers. Severe limitations on the establishment of new practices and 
the basic injunction against employment of new workers have caused a steady 
shrinking of these groups up to 1978. 


From 1978 to 1980, there was a relatively sharp increase of about 1,600 in the 
number of freelancers. Its cause can be seen in the easing of the conditions 
for license regulations and certain tax advantages,” which, however, became 
effective only starting in 1980. 


VI. Private Handicraftsmen 


The handicraft industry is the only sector in the GDR economy in which private 
owners of the means of production contribute almost 60 percent of total sales. 








In this connection, however, it must be noted that, in contrast to the handi- 
craft industries in the FRC, this economic sector is considerably less impor- 
tant because of the limitation of 10 employees for private enterprises and the 
other more limiting measures. Thus the total of all those employed in the 
handicraft industries, including PGHs, in the GDR is today less than 5 per- 
cent of the total workrorce, while in the FRG it is about 16 percent. The 
contrast in training is still more glaring. While handicraft industries in 
the FRG, with more than 40 percent of the total of apprentices, are the most 
important source of training, GDR handicraft industries have only 6 percent. 
No less important is the significance of the handicraft industries for the 
so-called tertiary sector which, however, is still very underdeveloped in 

the GDR. Thus in 1980 the private handicraft industries in the FRC performed 
over 56 percent of all repairs and services by handicraftsmen, excluding 
construction. 


The imposition of limits on handicraft industries early in the history of the 
GDR was supposed to guarantee that the handicraftsmen--discriminatingly 
designated as "individual handicraftsmen" since 1950--would retain their char- 
acter as "goods producers,” in contrast to industry, and thereby could become 
the so-called partners of the working class. In each socialization phases of 
1958-1960 and 1969-1975, the private handicraftsmen were rebuked for develop- 
ing into capitalistic exploiters. It was characteristic of both phases that 
the owners of private concerns were personally attacked in the press when they 
resisted being taken over by the socialist PGHs. 


The course correction of 1976 had obvious effects.°° The 30,000 business li- 
censes issued since 1976°* reduced the decline of the private handicraft enter- 
prises considerably. From the end of 1975 to the end of 1980 the number 
declined by only 4,800 whereas in the 5 previous years the number of enter- 
prises had declined by 27,850. The decline in the number of employees in the 
second half of the 1970s totaled only 26,000 compared to 75,250 in the first 
half. Support for apprentices had a very decisive impact. Since up to 1975 
hardly any apprentices were allocated, their number declined from 22,600 at 
the end of 1970 to half that number, or 11,400, by the end of 1975. In con- 
trast, by the end of 1980 there were once again 14,500 apprentices in private 
handicraft industries. The drastic decline in the first half of the 1970s 
will, however, continue to have a negative impact on the apprentice situation 


in the future. 


Secause GDR statistics on handicraft industries are very skimpy, only very 
rough statements can be made on the effects of the promotion policy on a few 
crafts. The most favorable development after the granting of business 

licenses was in the private construction trades with a net growth of 1,367 
enterprises since the end of 1975, in the electric trades with 877 enterprises, 
ind in trades involving street vehicles and tractors with 375 enterprises. 

Most of these new enterprises were one-person operations, predominantly in the 


repair sector, which opened because of preferential tax treatment. 


Severe declines totaling over 3,100 enterprises occurred in the clothing, shoe, 
leather and tobacco goods sectors. Even in the service trades enjoying special 
support the number of concerns have declined by almost 900 since 1975. 
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It is remarkable that, after an initial net increase in the number of all con- 
cerns in 1978, their number again declined in 1979 and 1980. The issuance of 
business licenses apparently could not keep up with attrition through retire- 


ment. 


One group in the handicraft industry, the artist craftsmen, has enjoyed con- 
tinuous support from as early as 1973. As “recognized artistic craftsmen," 
they have enjoyed since 1973 the special advantages under the tax laws tor the 
freelance intelligentsia.*° This advantage has certain drawbacks. On the 

one hand, the nationalization action of 1972 caused much damage to this group. 
Ninety-two production cooperatives in the glass and ceramics fields, with 
11,000 employees, were nationalized, 11 PGHs with 340 emplovees still remain 
and the number of private concerns has declined steadily. On the other hand, 
at the beginning of the 1970s the start of an intensive wave of restoration 
stimulated great demand for the services of artistic craftsmen. According 
the chairman of the Council for Artistic Handicrafts in the Ministry of Cul- 
ture, “Nationalized handicraft workshops have in recent years decided on pro- 
duction on an industrial scale and have, to a certain extent, lost the skills 
of many master craftsmen."°> Only the most recent measures for the promotion 
of certain rare occupations could put a stop to further decline in this sec- 
tor by 1979. Of the 150 special subjects which have been reintroduced since 
1979 into the examination for master craftsmen, 33 were declared to belong to 
the so-called rare occupations. °?* To some extent these categories were occu- 
pations which had already died out and which were now reactivated. These 
occupations include craftsmen, for example, master coppersmiths, metal press- 
ers, engravers, blueprint makers, glass engravers, glass painters and lead 
glass makers, who can help in the preservation of the "cultural tradition and 
the restoration of culturally and historically significant edifices." 


to 


Even though in principle the promotion policy since 1976 has set a positive 
tone, it should not be overlooked thar individual freedom of action even for 
private handicraftsmen is nevertheless becoming severely limited. Thus there 
is only one handicraft enterprise with a maximum of one full-time worker which 
enjoys a tavorable comprehensive tax. All the others pay a supplementary 

tax, 4 profit and wages tax, a turnover tax and a production fund tax, which 
is analagous to the production fund contribution in the state enterprises. As 
a matter of principle, contacts with regular suppliers may no longer be estab- 
lished and existing contacts generally had to be dissolved in the course of 
the 1972 restructuring. This limitation is especially burdensome because 
through the delivery contacts, that is, through production, much more income 
can be earned than through repairs and services, whose prices are subject to 
stringent regulations. 
The granting of business licenses is, to a large extent, tied to planning 
targets. They can be withdrawn if the targets are not reached. Distributior 
of materials and investment opportunities are more difficult than in the PGHs, 
which are given preferential treatment. Distribution of materials and sales 
ire handled for the most part by the purchase and delivery cooperatives (EI 
which acquired their management functions immediately after the war. As men- 
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tioned before, self-governing organs no longer exist and the activitie f 
the cistrict chambers of the handicraft industry have, in the main, been 











reduced to giving advice and political education. Responsibility for traininz 
apprentices was withdrawn as early as 1950 and for training masters in 1970. 
ollaboration among groups supplying essential gcods must be recognized as the 
most serious limitation at the present time. Enterprises of all forms of 
wnership are combined in these groups and the state enterprise always provides 
the management. Throvgh his work in the groups supplying essential goods the 
private entrepreneur in all his activities including his contacts with his cus- 
tomers, is almost totally drawn into state planning and management. While 
already haif ot the PGHs are working in these groups supplying essential goods, 
resistance against them by the private handicraftsmen have been widely success- 
tul so far. In the new 5-vear planning period tendencies toward rigorous con- 
tion of the private handicraft industries have been noted. As early as 
the summer of 1980, the deputy minister for district managed industry and 
stuffs industry, Lohsse, announced that henceforth all concerns providing 
1 suppiies should be drawn into state conceptions. °° 


wy 


VII. Conclusion and Prospects 


\ pseudodemocratic instrument for detailing with the private economy is the 
so-called alliance policy conceived by Marx and Lenin of the working class 
ind the Communist Party withthe working peasants and the other classes. Only 
in the CDR and in Poland do the so-called bourgeois parties still exist as 
representatives of classes besides the working class. They act as auxiliary 
agents in carrvinzg out SED policies as, for example, in the nationalization 
action of 1972. 


from the most recent actions within the framework of this “alliance policv' 
ertain projections can be made for the next few years. Thus, as already 
entioned above, since 1980 private handicraftsmen and tradesmen were inducted 
into “socialist cooperation.” After the 10th SED Party Congress in April 
1981 the LDPD, the largest “bourgeois” party including the CDU and the NDPD, 
started a politico-ideological campaign in preparation for its own 13th Party 
‘ongress in April 1982, which was described by the secretary of the central 
ommittee of the LDPD, Holland, as “the most comprehensive initiative” of the 
(‘DPD up to now. ° Within the framework of this initiative more than 15,000 
“personal political” conversations with LDPD members in handicrafts and trad 
were conducted under the motto "alliance contribution to economic growth." 
As a result, the chairman of the LDPD, Manfred Gerlach, announced at the 13th 
Party Congress in Weimar in April that altogether 75,255 commitments for 1982 
had already been made bv handicraftsmen, tradesmen, retailers and restaura- 
teurs belonging to the party. These run the gamut from production commit- 
Tents to reduction in energy use and participation in socialist community work. 
in the last point Gerlach explained that “socialist community work under the 
uidance of a state enterprise, which was repeatedly shifted into the field of 
ision of the handicraft industry by our party in the past, is imperative in 
he 1980s for the higher development of production capacity."°* He clarified 


‘ 


the limitations of the support policy since 1976 by noting that “at the same 
time we will support all measures in the future for the maintenance and expan- 
ston of private handicraft capacities.... The point of departure must always 


be the actual need of the people." Gerlach stated equivocally that “thus our 





party will continue to devote great attention to the problems of the handi- 
craftsmen and tradesmen and commit itself responsibly to their solution in 
accordance with the alliance policy." Despite the claim made about the 
Strategic significance of the measures, there is no doubt whatsoever that 
the posture of the LDPD was a practical reaction to the needs of the moment, 
which made no change in the economic system whatsoever. This most recent 
development can be called a counteraction. The renewed forced curtailment ot 
the few remaining authorizations, such as demonstrated by the increasing in- 
ductions into the work of the groups providing essential supplies, wil! 

once again cripple private initiative. 

In this connection it must also be borne in mind that in the course of time 
this restricted framework will undermine the incentive to engage in private 
enterprise. The lack of readiness to establish a private practice as a doc- 
tor, for example, is an indication of this decline. 


The generation which regarded economic independence despite all restrictions 
, ° ° . ° P P 37 P 
is worthwhile is dying out in the GDR. On this point Anders Aslund points 
* 3 
to the advanced age, the conservative attitude, steadfast lovalty to the law 


¢ 
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and good morale as characteristic features of the average self-emploved person 


in the GDR. Astonishing perseverance and adaptability might also be added. 
This phenomenon is certainly a relict in the Eastern Bloc, which, despite ail 
the pressures, could only survive in the GDR because it has gradually given 
ference to pragmatism over ideology, at least in its policy toward the 
iandicraft industries. 


Epilogue 


After this paper was completed, there appeared a regulation which was designed 


to propagate yet another form of “socialist™ operating method. This time the 
intervention applies to the privileged group of freelance intelligentsia. it 
is the recent "Decree on the Training of Faculties of Creative Artists" cated 
1 April 1982.°° The introductory lines of the decree state that "the further 
development of creative and applied art is closely tied to the improvement o! 
the conditions in which artists live and work in socialist society. Artisti. 
ictivity in collective forms and cooperation with socialist enterprises and 
institutions in the artistic arrangement of residential areas, social center: 
ind institutions therefore gains increasing significance." The faculties are 
“voluntary” 
prerequisite for training is a union of at least three members. Members of 
these groups can thereby become members and candidates of the League of Crea- 
tive Artists of the GDR including their artistic assistants, graduates of in- 
stitutions of higher learning for creative and applied arts and holders o 
state authorizations for treelance artistic activity. 


The model statute in the appendix provides, among other things, that activits 
1s a member of the art college is the main occupation. Side activity and the 


4 


5 , 
ait 


unions of freelancers and dealers in creative and applied art. Tt 


sale of artistic works made outside the requirements of the job and consistent 


with the main professional field of work are not permissible. Subjecting in 
1 as that of a painter or a sculpter to planning an 


vidual] creative work suc! 


predictability as in a “production collective” is certainly one of the brilli. 


ichievements of real socialism. 


li- 





"6d pue ce dd *Tg6l £9261 HAD 942 JO SHooqAaA [ROTIAS;IeIS saoaNOsS 
*AAYSAIO} Burpnypouy *sjiotd [Tews 1sayIO pue plLOYyssNoy jo Jonpoad you Burpnyoxy = *¢ 


*Sjayqovlq UP PepnyoUT st voTjedyTOTI{ed |a{IeIsS YITA SasStTadisajua jo aaeus °*7 


*( 410" 
AATIONpoad pue SsTeTsajew jo uoTIdwNSUOD ‘sjasse Uda} |e JO asSN 10} UOT IESUedWOD pUe SasRa] ‘squeal 


SP YONS UOFIePIaIdap O7SeqG) $ISOD UOT IONpoOAd Jo VOT IONpPap Aaqje SuTewaL YOTYA 1039a8 saat oONpoad 
o%4d JO Sayouesq pue saszpadiaqua jo yonpoid ssoasd [en de Vy JO UOTII0d yey ST ,3oMNpoad Yay, *] 


= -_ ——--— — — = Se 





— —— = - — - — ———- — -———™ 

















(L°O) €°8 (y°S) 9°2 (Z7°Z) €°2 - Bt - 8°9 - €°Z (9°0) O°€ O86I 
(T°O) 6°L (97°C) £°2 (9°Z) 8°Z - 2°9 i oe - 9°2 (Z4°O) I°¢€ 6l6l 
(T°O) 9°Z (O'”) 2°2 (¢°2) £°2 - 2°¢ - 9° - 9°72 (9°0) O°f€ R161 oa 

(1°O) 9° (O°) Z2°2 (S°Z) 9°2 - 9°t =i 2 (0°O( 6°2 (2°O) Z°€ Ll61 
(L°O) €°2 (T°) €°2 (7°Z) S$°2 - £°t =% 9 (O°O) Tt (Z°O) 9°f 9161 
(9°O) Stl (€°9) L°2 (€°Z) 9°2 - ¢°€ - 0° (0°O) £°f (8°O) 9°f Sl61 
(/°O) 9°Z (6°S) O° (O°E) O'L - 1°9 (0°O) 9°B (O°O) 6° (*T) €°% 7161 
(l°f) 6°2 (T°'LZ) 2°S (2°f) O'€ (1°O) 9°Y% (c°O) t's (9°1T) 9°S (2°R) 9°S 0/61 
- £°9T - £L°6t - £°9I - 9°96 - 2°8S ~ 2° - 2°Cy OS6l 
— sayoueag opeal  ....... ® #4AagSaIOG | AOQDIS UWOFIOMAUOD FRO] avar 

Wuponpoagd ST IsSAWOGg suoydalealy PUB VOTIONABSUOD JNOYUITA Satay 

19430 pure aang [nopasy -Snpuy 3yrao 

38Oq UOT -Tpurey Zur 

-e VAodsuPal -onpoig pure 


ee ee ee ee — ——- — ee -_- -_--—_ 


[eysaysnpuy 


(seoztad yenjor) 
AONVIAG IMPWOUOHIDY AQ _JONpPOAgG IwN UT 


AMOUOIY BIVAPAdG AY JO B@awvys | %1qey 





0° 


0° 


0 


? 


PAO] PAP VUOTSStumos BZurpnypoxa *(" 


OL61 


ORG6 I 


Sl6l 


saaho|dwy 
S299 10m 


pur 


Nat) 


aie 


uy 


(8Q00* | 


SLOS 1d 


uty ) 
peAotduy 


<, 9 RPaAtTjAg 


“TR6I “SGZ6Il *ZZ6T HAD 842 JO SRHOOGILA jBPomy 
», NoGe 4/61) FA9Aquaw A[Twey 4urjeas 
7°82" Z°4scl "*O7T 9° 9t, 
Z* oOo! 9°C7 %°/7 in a | oy yu? 
. BS g*l 0°72 a Seyourlagq 
R°RY I°Zl Rg’ SI 0°L2 
R°OT »*R t*6 "*TI 
"°ZI z<°y z°d t "6 
i°tt t°sl c*9]| 6°RI 103 
O°tr! Y° &R Ho a a te | SU tpt 
Ijt4 
7°t / Z7°O t°O 1°6é 
Ol61 ORG! C/61 Olbo!l 


'3T 3 °*s.o 
; 4 . 

0) SuTtpn 
AW AT J INpe 
MT gonposad 

uUoT 

AJIj 

purp eangrn 

rh. UOT jon 

tke T) m2 

l x > S911) 
pyr {i @ATY 

433 

£0399aS5 Otw 





I 
[u]+4 
aw 
A‘ . 
AO"UI0 
pra 


ye jsaodsuraz) 


Sseal0 








pue Away seldoaq [RuoTIeN se Yons suosidd pado[dwa UTeIIID AIFITpPUy Jou se0P HGH eYyI AsNEc®eg *7 


MwAyAd 


*paIBTNOLeo UvsAaq aARY SsaBequesaed ayy *16 4 *1B6I HaD @u2 


JO YOOQIVAA [LOTISTIVIS +: aoaN0sS 


"YUSTY 002 JeEYMaWOS AIF 103908 JYeISUOU Bay uy SaBeQuecAad ayy ‘Taz L[oOdsyTOA 


0°O 


pozPTBPUuoTINN 
“JTPH 


S®ATIPAAdOOY 


ORG! 
SIO JIAG TWOUCYY 


c°86 


‘diyssaumag jo w1i04 


uj SUO819q padoTdwy 


-_———-$ ——- — ————ee ee ee - 


OA UAIIAY , o-1qe 


*@pRld [THIII ALPATSN[OKa Ysowly *] 


TRIO] 


z 


- —_—— - -—--_ _— 


S@YIURIG BAT IONpPoOIcuoYN 
Sayourvsq ®AzTIONpoOAd 19ay4NI09 


ha alee 


auoyds|{3a) pur ysod ‘uot IReIzodsueA] 


AlI3SAIOJ put aN pMopasy 


UOT 3 ’ 138SuUuCo 


(UOT JONAISUOO SUTLPN] OKe) 
BSATAISMNPUT JIILCAILPPULY CAT IONPOAd 


P| IsNHpul 


SO} 52 


ra 


Table 4. 
Economic Structure of the Profitably Self-Employed in the GDR 
(Including Collaborating Family Members) 
(in 1,000s) 



































of the Total 
- . _ Private 
Year Total Half- } 
nationalized 1 
; ' of the total 
enterprises 
Total — - _—_——_—___-— 
Individual 
peasants and Handi- 
private : craft Free- 
gardeners Trade industry lancers 


0 - 2,413.0 ° 
6 - 2,176.6 ° 


1955 1,579.2 - 1,579.2 1,929.0 148.3 320.0 53.9 
3 


1960 423.7 +8 418.0 34.3 99.7 229.8 24.4 
1965 340.1 6.6 333.3 13.8 77.2 198.5 18.8 
1970 268.2 >. / 262.1 9.3 58.7 155.2 15.¢ 
197i 258.9 6.3 252.1 8.3 56.9 163.3 14.3 
1972 235.7 - 235./ 8.7 53.2 142.1 12.8 
1973 221.8 - 221.8 8.1 49.1 135.2 12.0 
1974 208.5 - 208.5 7.95 45.0 128.3 11.3 


1975 196.8 - 196.8 lee 42.3 l21.2 lO. 


1976 185.8 - 185.8 6.6 40.6 115.2 Fe 
1977 181.8 - 181.8 6.4 39.2 114.0 9.3 
1978 181.1 - 181.1 6.2 39.0 113.7 9. ] 
1979 182.2 - 182.2 6.3 38.7 113.7 1O.€ 
1980 180.0 - 180.0 6.1 37. / l12.° 10.7 
F Through alterations in the definition of economic sectors slight shift 
sccurred in the development series which could not be eliminated. Th 


number of the self-employed and collaborating family members 
craft industries in 1955 had to be estimated. 


2 This section includes commission dealers. 


s es: Assembled and ilculated from figures in the Statistical Yearboo) 
the GDR 1955-1981. 








™ 


128 061 
9t8 OOt 
641 "6S 
RO9* | 
"G0" 
HSH IPATAd 


UOT IONAWSUOY 


OOTP 
OOT* Be 
8S9°S 
Z1S‘S 


GGov°® 


asi 


007" BY 
007 * 82 
007 * BY 
OOt BY 
00G ° BY 
9/6°7 
690° 
91%°9 
ZRL°ET 


C9S°LI 


OPAT id 


Asqyenpuy 


Sos*8 


6646'°6 


Iez‘R 


apr} 
WoT. 
~S TUM) 


Sjyurant 


SesTadsayuy a RATA?’ 


a wAatad 


18eay 


IR61-SS6I 


*SOTIISNPUT BPJPAOTPULY VOT JONASUOD BSuyppny oxy 


110°C! 
6v7Z °C! 


"SS°TT 


apriy 
uoT 4, 


-STuwo ) 


4a) 


epelald | 


jo 


aanjonayzc 


aya jo 


BBIS YY 
"81°19 


R09° %6 


67% ° 61 


aIwaAtad 


}e3ey 


SyOoqg sat eo, iv 


“7S6I 


10J 8} 


070° 6E1 


o00°Es/T 


Aijysnput 
JJRAOTpuey 


@In4iy siuy 





TIStTIeas re bile. 


| 


ORF | 


6/61 


RL6I 


lol 


4946 | 


O96 1 


CceHl 


iItvai 





UT Sod @®APINposd jo UOT IeZ_Leuotywu ayy jo 





uot mpoad 
TeIwoy 
}O jue Mad 


OOF 961 
OOL* EST 
00S * ISI 
002° 61 
o0s* 21 
007° S91 
002° 6ET 
002°092Z 
00€° S07 
OO8S OSI 


OO « 


pakotdua 


jeaoy 


(SHOd) Soyaasnp 
“UT JyPsOTPURY 

Ul S®ATILIAdOOD 
UOT IONpoag 


Nad) 843 UT Sa@TI78Npu] 


“1LR6I-SS6I 


1[Nsea ve 


0°09 


i*19 


#°S9 


9° O/ 


0°oo! 


Sv 


1 r ) T } 7 1p: , jd 


Jo 


[eaoa 
}U9D180 


IpRAOPpuey 


1/61 


aud 


Hay 44 


Jj PA ’ 


00€ *9"7 
006° 9%7 
006° 297 
00‘ 1¢Z 
001° O97 
Oot * 722 
004% °Z77E 
00S * 2% 
005 * 89 
OOS %€% 
008* 168 


oot *R8S8 


10 So 


Ltr L AP fe 


wae 


; zi: JU] 


SUT PNT oxKe 
suosiad 


peAo|dwy 


ut @AINJonNsAsS « 


ie AQ ps 


*c@Q 


eiv*9tl 


TUS JZAUAL 





4 





Mhoqge 


sh 


*POeIepTNOI TLS 


sae¥ejuecied *[Rg6l 


“9/61 


*¢/61 


*SupTssoooid 


10; JuNOooe Yorum sestTadszaqua Aay 
977 coo0'S £°99 917 ors*9 
Gt i”/°6 7°€* ¢7¢ EE9°O!I 
1Z/ S¥e*ol Z°Sd 469 "S97°TI 
G18 "£9°S 0°S* cR89 LSi* 
oor *t CRe'zt 7° of £v0* 1 R19°TI 
C6 | 0648 9°16 Ae | £S”O! 
H9/°T 766°C T 6°69 O6C ‘1 061°CT 
fae’ l g/t °Z O°z2 6E/°1 es*7 
[9° i7R°ER ‘*19 Rg1%*e ct 9‘ RR 
UOT) SUdesU0) ae UOT} SU1dUO 
MpoOld —JUaIZAG -ONpPoOld 

OK6 | C/6l 

uot ONpEesd AAPINPUT ApesoTpPUReY [eI IO 10 


ALjenpuy 
| 


PyWAPpury 


1O SayouPrIg 


’ 


= % 


adv jue ssad 


snpul ayes; puey 


9° IL 


0°OS 


6°9¢ 


8° OS 


Fy 


ue 


. Od 


4 


M« 


3t 


-~ J Npolid 


ul 


1*) 


’ 


| 


soz 


~ 
| 
~~ 


r 
~ 


oO1l6* 


way 


peut 


ul 


Q 


} 


, 


INOUITA 
"uoTIONpOAd YyesaotTpury seyeayad 
ayeatad [je jo 


—_  — or 


‘ 


SUISS@I0I1d poo] ATTaewtigd , 


JO Juaciad ge 


wasIed 7R_ f1aAOD BIUL *T 
1e/‘s Syonpoiad o27592q0)3 
*seoyus *ieyuj eea’] 
{c9°7Z1 S@ITAIAS 
AJISNPUT JIJeEIITPuUeHY 
[ez °C! Supssaooid poos 
tives SI,UOCIIOATA 
* TBITUY IA IOIIATY 
7O0C°C! SPJEIOPPVeE|EY VOT INI sSuOC) 
(UOT J INI Suc SUT PN] OKA) 
AZISNpuT JPA oT pueY 
OLL°Z1 ®ApJoONpoad 19430 
en * CT , “ seh pe 4 1 
put ae ' ' -* 
607 *{ | , rhe 
He . HT ’ itu 4 'y 
njgo, Aa) enput PIP AOTC Pury 
your ig 
41rw ry eye 1g UOT IONPOsY 
. » >I AT 3 ; i nea 


Table 8. Percentage of Private Retailers, Restaurateurs, Commission Dealer 
and Restaurateurs in Retail Trade and Restaurant Sales 











Private Commission Private Commissiotr 
fear retailers dealers restaurateurs restaurateurs 

















surces: Statistical Yearbook of the GDR 1981, pp 223 and 226; percentages 
calculated. 


Table 9. Private Employed Persons in Trade 
(in 1,000s) 














emploxed persons 1965 1970 1975 1980 
: : I 7 ) ] } 
Private wholesalers and retailers 76.8 27.0 16.8 11.9 
workers and emplovees 88.6 48.8 33.4 27.4 


) 


mmission dealers 0.4 31.9 27.1 25.8 
workers and employees 6.7 ee | 27.4 24.7 


\pprentices (total) 1.9 1.3 0.5 0.4 














t 
tal 174.4 147.7 105.2 90.2 
‘rcentage of emploved persons in 

trade (including apprentices) 18.8 16.5 11.8 10.3 


This tigure includes collaborating family members. There are hard! ny 
private wholesalers now. 
his includes private restaurants. In 1978 there were 2,821 private res- 
iurants. 
This includes collaborating family members and commission restaurat 
1978 there were 7,6/2 commission restaurants. 


es: Statistical ‘Yearbooks of the GDR 1966, 1972, 1977, 1981; percentages 
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